


N C 


dA) 


rld Repori 


= 
ae States News G 


FEBRUARY 18, 1949 15 CENTS 


A BALKY CONGRESS 


WOMAN'S COLLEGE LIBRARY 
DUKE | — rY pie 
* DURHAM, N. N.C. © 


SOVIET WEAK SPOTS 











ARGENTINA‘S CRISIS 


GEORGE F. KENNAN 
Inside Strategist of the ‘Cold War’ 
































170900 UNNG 


A NEW STUDEBAKER 


style leader now swings on the 
scene! A dramatic new version 
of the new vision, the new ride, 
the flight-streamed new _ look 
that Studebaker originated is 
now ready! 

A new Commander with new 
power! A new Champion with 
new glamor! A special extra- 
long-wheelbase new Land Cruis- 
er that’s style-marked with a 
new distinction! 

You open the doors on new 
beauty that makes you gasp—re- 
freshingly different new decora- 
tor-fabric upholsteries of capti- 





Car shown—COMMANDER STARLIGHT COUPE 


the new 1949 Studebakers 


Anew vogue Che taeleoed by Studebaker aylisla! 


vating tones and richness—su- 
perbly designed new instrument 
panels and appointments. 

Body finishes in new colors 
that raid the spectrum! Dream- 
lined sedans, coupes and converti- 
bles with smartly styled new 
grilles, massive new wrap-around 
bumpers—and the most attractive 
contours that ever graced a car! 

Take a moment to take a look 
—you'll find you want to take an 
hour to admire all the new lux- 
uries and advancements in these 
1949 Studebakers. 

It’s a Studebaker year again 
all over America! 
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He, too, knew what “being an American” means 


E WANTED NO GLORY NOR MONEY; he was 

willing to pay for the privilege of being 

an American and he knew how important that 
privilege is. 

Remembering that cross and thousands more, 
do you and I dare say, ‘I vote and pay taxes, and 
that’s being an American”? No, it means and 
needs infinitely more than that. 


It means, first, a heart so full of gratitude for 
this privilege of being an American that hatred 


_ cannot crowd in. It means giving full value for 


what we get, whether we are manufacturer, 
politician, workman, storekeeper. 


And here’s the great test. It means being big 
enough, as that boy was, to realize America is 
more important than we are. Supporting legisla- 
tion that may hurt us a little but will help our 
country much. Giving up leisure time for: hard 
work in civic, church, school, charity organiza- 
tions. Being more generous for charity at the 
expense of our selfish appetites. Listening to the 


YOU CAN MACHINE IT BETTER, FASTER, FOR LESS WITH WARNER & SWASEY TURRET LATHES, AUTOMATICS AND TAPPING MACHINES 





other fellow’s side and remembering he has 
rights, too. 


Are we big enough for that? The men and 
women were, who built this country for us. And 
don’t forget, it takes as much strength and great- 
ness to keep freedom as to get it. 


If, when you and I come to die, we can honestly 
say as that boy could, “I have done my best for 
my country’, then we will bequeath a free 
America, and we will have been successful men 
and women — successful Americans which is the 
greatest success of all. 
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News within the News 





HOW TO MEET RUSSIA’S CHALLENGE—That’s probably the biggest question this 
country faces now. Official U.S: answer has been shaped largely by George F. 
Kennan, head of the State Department’s Policy Planning Staff. Here is text of 
the article for the quarterly, Foreign Affairs, in which Mr. Kennan explains the 
basis for a “tough” policy toward Russia.....................csssssssscsseessssseess sanes ce OO 


WHO GAINS BY PRICE CUTS......P. 11 
Better days are ahead for salaried people, 
investors, pensioners, others whose pay 
lagged behind rising living costs. For 
others, lower prices promise trouble— 
smaller incomes, shorter work weeks, 
possible layoffs. This article shows the 
outlook, group by group, as inflation 
shows. 


TOO MUCH FOOD: TAX BURDEN..P. 14 
Prewar problem of overproduction on 
U.S. farms is on its way back, bigger 
than ever. Output of food is rising. De- 
mand isn’t. By 1950, taxpayers may have 
to put up billions to bolster food prices. 


IF GOVERNMENT IS RESHUFFLED..P. 16 
President Truman is to find his job the 
most powerful one in U. S. history, if the 
Hoover Commission gets its way. Agen- 
cies responsible for high-level planning 
and policy will become Mr. Truman’s 
instruments, to be shifted and altered 
at will. 


A BAAKY COMGRESS...............03: P. 19 
Democratic 81st Congress is turning out 
to be anything but a rubber stamp for 
Mr. Truman. Like the Republican 80th 
Congress, it’s backing away from the 
Truman program. The President’s tax in- 
crease, civil-rights plan, military-training 
program are given little chance. His so- 
cial-security plan is in for trouble too. 


SOVIET WEAK SPOTG.................. PsnZt 
Russia is leading from weakness, not 
strength, in challenging the West. That’s 
borne out by her slow recovery, by major 
weak spots remaining in her production. 
Russia definitely is not coming back as 
fast as the rest of Europe. 


HOW CHINESE REDS WIN............ P. 24 
This is an inside story from behind the 
Communist lines on how an improvised 
“Red” Army is winning a major war 
against Nationalist forces. It’s written by 
a trained U.S. military observer who re- 
ports what he saw at firsthand. 


ARGENTINA’S CRISIS........ pa sieai cite P. 26 
Economic crisis seems to be approaching 
fast in Argentina. It may lead to an up- 
set of the Perén regime. An on-the-spot 
survey shows what’s happening there. 
Unsold crop surpluses are piling up. 
Transportation is breaking down. 


JET-TRANSPORT FUTURE................ P. 28 
Big jet bombers, which can travel coast 
to coast in 3 hours and 46 minutes, are 
set to revolutionize the pattern of future 
warfare. They are to change peacetime 
standards of air transport too, 
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It’s a very important city to many 
millions of people, but you won’t find 
it on the map. It’s the Telephone 
City that the Bell System has built 
since the war. Every building shown 
in the picture is a telephone building. 


We've taken 392 major building 
projects and additions that the Bell 
System has completed throughout 
the country and had the artist show 
them in one picture. And that’s only 
one-seventh of the Bell Telephone 
buildings erected or enlarged since 


TELEPHONE SYSTEM 


V-J Day. There wasn’t room for 2400 
others. 

These buildings are more than brick 
and stone and telephone equipment. 


They are jobs for thousands of men 
and women. They are more business 
for the towns and cities in which they 
are located. They are more and bet- 
ter telephone service for millions of 
telephone users. 


When you look at all these build- 
ings you can see how the Bell System 
is growing to catch up with the 
nation’s needs. You can also see 
why it is necessary for the telephone 









Can You Guess the Name of This City? 


business to have reasonable earnings. 


For the money for buildings like 
these does not come out of the money 
you pay for telephone service. 


It must come from investors—hun- 
dreds of thousands of everyday men 
and women all over America who are 
willing to invest their savings in the 
telephone business. 


Reasonable earnings are needed to 
attract additional investors’ dollars. 
You have an interest in this because 
these dollars are used to provide you 
with more and better telephone 
service. 





Value? Only a parent can tell 


Value? What else gives you 


you. Cost? Uncle Sam allows a 4 S 88) a] ae 1 Nh ea S so much for so little as elec- 


$600 income tax exemption 
to cover a year’s board and 


tricity? It lights, heats, cools, 
cleans and entertains; saves 
you time, work, money. Cost? 


keep—a parent has ideas on 
that too! of great value A few cents a day! 


See 


Value? Ask any doctor the value of ra- 
dium—or a patient whose life it has 
saved. Cost? A single ounce would cost 
you around $650,000—if you could buy 
that much all at once! 


e HELEN HAYES stars in the ELECTRIC THEATRE. 
Hear it every Sunday, CBS, 9 P.M., EST. 


Value? You can measure a diamond’s 
value only in a woman’s eyes. Its cost? 
About $900 for a good-quality, one- 
carat stone . .. and it takes more than 
140 carats to make one ounce! 


It is to your benefit to know the value of your electric 
service, and to ours to have you know it. That's why 
this advertisement is published by the business-managed, 
tax-paying ELECTRIC LIGHT AND POWER COMPANIES*. 


Names on request from this magazine 
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After 10 years when everything always went up, it's hard to adjust to a time 
when things go down, when going tends to be rougher and problems grow. 

It becomes less easy to earn a dollar. Dollars saved gain in value. Thrift 
is rewarded where it had been penalized. Work seems more important, specula- 
tion less important. Old-fashioned virtues tend to come back. 

Those who adjust to change first, often fare best. 


If the inflation spree is ending, the result isn't all to be bad. 

Cost of living then will become cheaper. A decline in living costs is like 
a raise in pay. It may be as much as 7 or 8 per cent by the year end. 

Persons who were hurt most by inflation often gain from deflation. The re- 
tired person finds that his income goes further. So does the bondholder. So 
does the salaried man when he doesn't lose his job. . 

Vacation accommodations will be easy to obtain this year. Travel will be 
easier. The car you want won't be so hard to buy. It probably will be easier 
to get work done around the house. Available services will multiply. 

Buyers gradually will get better values. Sellers will be more anxious to 








please. Quality is to command a premium. Bargains are coming back. 
The family, looking for a house, will have many to choose from, with prices 
lower. It gradually is to cost less to build, too. 
If you have dollars and are out of debt, your position is strong. Money, 
is the thing that counts when deflation takes over from inflation. It is 
money, then, that tends to become harder to get. Goods and property that were 
hard to get during inflation become abundant, and cheaper. 





cash, 


Farming, among industries, is helped most during inflation, hurt most dur- 
ing deflation. Utilities often fare well because demand is quite stable, costs 
go down and prices charged hold firm. Real estate suffers. Public works tend 
to expand as private building slackens. Manufacturers have their trouble in a 
deflation, when inventories tend to lose value, prices are under pressure. 

Efficiency pays off, inefficiency can be fatal when deflation comes. 








It is hard to see, though, how any turn down can go very far. 

Cash spending by government, federal, State, local, is to rise sharply in 
months just ahead. Payments direct to business will approach $27,000,000,000 as 
an annual rate, an increase of $5,000,000,000 over the present rate. 

Increased spending by government probably will exceed the decrease in rate 
of spending by private investors during first half, 1949. It's in second half, 
1949, that public spending will level off or decline moderately. 

Income of farmers is to decline, but probably not below $27,000,000,000 in 
gross cash income. Before the war it didn't reach $10,000,000,000. 

Price declines already are sharp for many products. Other declines are 
coming. Yet the price level as a whole may drop no more than 10 per cent from 
this level. Raw materials are declining most. 

Output of industry, even if it falls 10 per cent, will still be about 75 
per cent above prewar. Unemployment then would increase, but not in great volume. 
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NEWSGRAM--TOMORROW-~- (Continued) 


Profits are likely to be squeezed severely by any deflation, however. 

When going gets a bit tougher, Government moves in. Big Government will 
grow bigger, even more important with any sizable deflation. A case then is 
built for a managed economy, with planners able to sell their ideas more easily 
to Congress. Trends are fixed in that direction now. 


You can put these things down as quite definite: 

Tax increase, either on individuals or corporations, is very improbable for 
1949 income. Tax raising fades with signs of business trouble. 

Excises might possibly be reduced in a few instances. Odds are against it, 
however. Tax planners hesitate to open the subject of excises. 

Fourth-round pay rises will be scattered if there are any. Pay cuts are 
appearing here and there. Raises for a time are going to be very few. 

Farming, by 1950, will become a tightly regulated industry. Government by 
that time will be up to its neck in ownership of commodities, if weather is nor- 
mal this year, and will have to do something to control production. 

Installment-credit controls are to be modified before midyear. 

Margin requirements on stocks are likely to be lowered before the end of 
this year, if not much sooner. Equity markets will get official encouragement 
once officials admit that inflation is not what it was. 

Bankers, now under pressure to hold down on loans to businessmen, will be 
under pressure to increase those loans and to step up mortgage loans before the 
end of the year. That seems reasonable. Government itself, through its RFC, is 
going more deeply into the banking business right now. 














Mr. Truman won't admit, up to the present, that inflation is ending. 

Inflation controls, tighter than ever, are being insisted upon by the en- 
tire Administration. White House still demands $4,000,000,000 more in taxes, 
price controls, wage controls, tighter controls over credit. 

Speculation and speculators, not supply and demand, are blamed for the price 
decline in farm products. That's the usual formula when things go down. 

Mystery relates to why the White House group refuses to recognize a turn in 
prices, employment, trade volume, construction when it sees one. The theories 
offered in explanation of the official line are two. : 

One theory is that Mr. Truman is stubborn, now that he has gone on record as 
demanding controls over inflation. He won't look at deflation signs. 

A second theory is that, politically, if there is to be a setback in the 
boom it is better to have it come during 1949 than during election year 1950. A 
tight rein on business now can bring the correction early and leave the way open 
for recovery and better times to be on the way back in second half, 1950. 

Those are the theories being offered. The second theory grows from the es- 
tablished conclusion that the party in power is hurt when business is bad and is 
helped with the voters when times are good or improving after being bad. 











As other situations are tending to work out: 

Doctors and dentists are not going to be put to work for the Government, 
within the next year or two anyway. Congress won't socialize medicine. It may 
vote subsidies to encourage group medicine on a State or local basis. 

Pensions for World War I veterans are on the way. When voted, this year or 
next, they'll be limited in scope and small in amount at the start. Idea is to 
start off with a pension plan to cost around $1,000,000,000 a year. 

A_ subsidy for schools is to be approved. It will start at $300,000,000. 

Public works will be stepped up rapidly, once Congress becomes convinced 
that times are to be a little harder. It's then that public works are popular. 
Floods, if they come this spring, will add to pressures, too. 

St. Lawrence Waterway is an increasing prospect. So is an accelerated de- 
velopment of the Columbia River Valley, the Missouri River Valley. Building of 
highways will be pushed on a bigger scale. Public housing is on the way. 
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How a Plow kept the Village Fed 


... With a hand from an “Unseen Friend”’ 


It was a real, old-fashioned blizzard. 

Gone were the highways. Cars were 
snowed under like igloos. Food trucks 
Were stalled on the highways. Even young 
Gary Weaver found it “tough sledding” 
to the village store. 

Then, far down at the turn of the road, 
a geyser of white shoots in the air. It’s the 
county’s giant new “snow eater’... gob- 
bling in the snow... and blowing it out 
again, over onto the empty fields. 

And close behind, on the magic carpet 
of road unrolling from the “plow’’, come 
the trucks...carrying food... milk...mail. 


As one of the local officials said a few 
days later... “That snow plow sure was 


a friend in need.” 

And Nickel is the “Unseen Friend” 
that helped keep the plow on the job. 
For Nickel alloys plus good design make 
gears and shafts and other important parts 
extra strong...tough...corrosion-resistant. 
This assures husky construction, yet keeps 
over-all weight down. It means you can 
count on this equipment to plow through 
the deepest drifts and not to break down 
in emergencies. 

Of course, you don’t actually see the 
Nickel because it’s combined with other 
metals... just as there is wseen Nickel 
in Monel water heater tanks, Stainless 
Steel trains, and scores of other things 
that serve folks every day. 


That’s why Nickel is called “Your 
Unseen Friend.” 
Write for Free Booklet: 
“The Romance of Nickel’ 
The interesting story of Nickel, 
from ancient discovery to mod- 
ern-day use, is told in this il- 
lustrated 60-page booklet. For 
your FREE copy, address 
De pt. 6 y. 


THE INTERNATIONAL NICKEL COMPANY, INC. 
New York 5, N. Y. 


“dit, Nickel 


TRACE MARE 


© 1949, T. I. N. Co. ... Your Unseen Frien¢ 
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The March of the News___ 2 


RIMLY, PRESIDENT TRUMAN spoke 
the minds of many Americans last 
week. The trial of Joseph Cardinal 
Mindszenty of Hungary on_ treason 
charges was “infamous,” he said, and he 
made the word snap. It was, he added, 
a kangaroo-court proceeding that would 
go down in history as a blot on the na- 
tion that conducted it. 
The incident had aroused U.S. 
Catholics and many Protestant groups as 
well. Catholic leaders said the partial 
confession on which the Cardinal’s con- 
viction and sentence to life imprison- 
ment were based had been made under 
duress and after the forced use of drugs. 
Thousands of letters protesting the 
Hungarian action poured into the State 
Department and into the offices of Con- 
gressmen. The House responded with a 
resolution denouncing the trial. The 
Senate, waiting to act on the measure, 
heard indignant speeches on the subject. 
Dean Acheson, the Secretary of State, 
condemned the proceedings as a “con- 
scienceless attack upon religious and 
personal freedom” at the hands of a 
Communist-dominated government. 
In official circles a search was on for 
a way to rebuke Hungary. In less official 
quarters a demand seemed to be shaping 
up for a more vigorous combating of 
Communists in this country. 


PPOSING THE SPREAD of Communist 

power abroad, Secretary Acheson, 
meanwhile, was engaged in week-long 
conferences on the proposed North At- 
lantic Security Pact. Some nations 
wanted to know more about what was in 
prospect. Norway, under pressure from 
Russia, still was cautious, though re- 
ceptive. Her Foreign Minister, Halvard 
M. Lange, was in Washington to ask 
what Norway’s obligations would be, and 
what sort of protection and security she 
might expect. A tentative draft clause 
was disclosed that would pledge the 


THE STORM OF PROTEST 


signatories to regard an attack on one as 
an attack on all, but with each power 
left free to decide whether to resist the 
aggression with force. 


TS HOUSE, voting 319 to 69, passed a 
bill restoring the reciprocal tariff pro- 
gram to its old vigor. The Republican 
80th Congress had imposed restrictions 
that Mr. Truman did not like. The new 
House also approved a measure giving 
the President power to reorganize the 
executive branch, as asked by the Hoover 
Commission, with his orders becoming 
effective unless vetoed within 60 days by 
Congress, The House insisted, however, 
that changes in the National Military 
Establishment or any one of six other ™ 
agencies must go to Congress separately @ 
from other reorganization proposals. © 

The House Committee on Un-Ameri- @ 
can Activities, denounced during the § 
campaign by President Truman, was § 
voted $200,000 for its future investiga- § 
tions. The Committee has been given 
new direction so that it now is more ac- J 
ceptable to Mr. Truman’s supporters. 

A Senate committee came up with a 
“compromise” on the filibuster issue, pro- § 
viding that a two-thirds vote can limit 9 
debate on any pending question. At 9 
present, a limit on debate can be applied § 
only on bills and resolutions. Southerners § 
still were dissatisfied. 


EPUBLICAN POLITICAL DIFFICULTIES 
R were placed squarely in the open by 
Gov. Thomas E. Dewey, defeated nomi- 
nee for the Presidency. Mr. Dewey said © 
the party was split down the middle on 7 
the question of social-welfare legislation 7 
and might as well take a look at the & 
cleavage and see what could be done 7 
about it. Senator Arthur H. Vandenberg, © 
of Michigan, took a look and asserted the F 
Republican Party must “prove by its § 
works” that it knows what it takes to § 
preserve American traditions. 





A verdict in Budapest made grim news in Washington 
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somite OT by its financial resources alone is the real tions are working directly with universities in 

y said wealth of a city measured. Without complete and applying proved educational methods to on-the- 

dle on highly developed educational facilities, a city is job training programs for employes. And, in this 

slation inadequately equipped in this age of progress. area, business executives are offered, at graduate 

at the | But where broad educational advantages and levels, highly specialized instruction in industrial 

a : thriving industry go hand-in-hand, a city, with its administration. 
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Here research projects of fundamental impor- during the day to continue his education in these 
tance to the nation’s industrial welfare are con- schools through the doctorate level. 
tinuously under way at universities and technical 
institutions. Opportunities offered through re- 
search are among the many important benefits 
which all industry in the Chicago region derives 
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In Chicago, and in northern Illinois, educational 
advantages go hand-in-hand with thriving industry. 


is 


Sree 0 


g ; 2 ede * * * 
from the area’s outstanding educational facilities. 

Administrative and technical personnel trained This area’s pre-eminence as one of the nation’s edu- 
for today’s exacting requirements of industry are cational centers, plus its outstanding industrial re- 
being developed in the universities and profes- sources, together emphasize the great advantages 
sional schools. Industrial and business organiza- enjoyed by companies located here. 


This is one of a series of advertisements on subjects vital to industry and its employes. For further 
information on the advantages to industry offered by Chicago’s great educational facilities, write 
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Marquette Building—140 South Dearborn Street, Chicago 3, Illinois—Phone RAndolph 6-1617 
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Single ond Tandem-oxle units in 
capacities from 2000 to 6500 gals. 








Vans in single and Tandem-axle mod- 
els—choice of lengths—also insulated 






Platform, Stake and Rack, Oil- 
Field Floats in choice of lengths. 
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TRAILERS 


Heor Harrison Wood, Interpreter of World Events, Every Sunday, 
3:00 P.M. E.S.T. over ABC. Consult Your Local Paper! 
you caw PULL 
FAR MORE THAN 


F/RST \W TRUCK-TRAILER TRANSPORT! 924%: 


Especially designed for hauling 
low-bulk high-weight products. 


All-Steel Bodies in wheel-housing 
gnd straight frame models — 12- 
14-16 ft. sizes. Many combina- 
tions — doors to suit your job. 


HOWN here are only seven of the 
models in the Fruehauf line—a line 
which offers a Trailer or Truck Body 
for just about any load you can think of, 
either liquid or solid. | 

In the standard Trailer line alone there are 
seventeen different body types—and if you 
now use motor trucks, it is almost certain 
that one of them will cut your costs, perhaps 
as much as 60%. 


If a standard model isn’t the answer, our 
engineers will gladly design a unit especially 
for you. 

Just let us know what you haul and, without 
obligation, we'll send complete information 
on a Trailer to suit your needs, 


e 
World’s Largest Builders of Truck-Trailers 


FRUEHAUF TRAILER COMPANY 


Detroit 32 - In Canada: Weston, Ontario - Los Angeles 11 


Provide perfect protection for stock. Avail~ : 
able with single and tandem-axles. 79 Factory Service Branches 


FRUEHAUF TRAILERS 


“ENGINEERED TRANSPORTATION” 
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SOME WILL GAIN BY PRICE CUTS 
BUT OTHERS FACE HARD TIMES — 


Salaried Man’‘s 


country, may become widespread. Then, 


Price drop, now under way, 
promises better times for some, 
hard times for others. Boom-time 
pattern may be reversed. 

People who cashed in on in- 
flation may suffer. Farmers face 
lower incomes, wage earners 
more layoffs, shorter work weeks. 

Salaried workers, pensioners, 
investors—people left behind by 
inflation—stand to gain as living 
costs decline. 


As inflation comes to an end, after 10 
years, there is to be a gradual shift in 
the relative well-being of major groups 
within the population. 

Price declines help some people, hurt 
others. Farmers, for example, are likely 
to get smaller incomes in 1949 than in 
1948. Persons on fixed incomes will bene- 
fit from lower prices, because the dollars 
they have will buy more. 

Inflation, during its 10 years of steady 
growth, brought extensive changes with- 
in the country. If deflation now is to 
appear, a whole new set of changes 
will occur. Those who have gained 
most from the price and income rises 
of inflation may lose most when trends 
turn down. At this time, individuals will 
want to size up their own positions in 
relation to the shifting that may now 
get started. 

The Pictogram on pages 12 and 13 
shows the relative positions of some 
major groups as inflation reached _ its 
crest near or shortly after: the turn of 
the year. It is from this level that any 
changes are to take place. 

Wage earners, as a group, are in 
one of the most vulnerable positions as 
prices pass their peak. The average wage 
earner made big gains in income during 
inflation. Those gains were limited by 
the increases in cost of living. On bal- 
ance, he is better off than before the war. 
But he is in danger of getting hurt by 
deflation. 

Hours of work may be shortened. Lay- 
offs, already picking up around the 
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instead of the much-discussed fourth 
round of pay increases, many workers 
may take a cut in dollar income. 

Coal miners provide an example of 
what may happen. Miners have been 
working more hours per week. Their 
hourly pay has increased sharply. On the 
average, bituminous-coal miners are 
earning $3 for every $1 they earned in 
prewar 1939. In “real” income—after-tax 
pay adjusted for the rise in living costs— 
they have gained 61 per cent over pre- 
war wages. Anthracite miners have 
gained 32 per cent. 

Hourly pay of miners is not likely to 
be cut any time soon. Yet the pinch of 
the end of inflation already is being felt 
by some, and may be felt by many oth- 
ers. Hours of work are being shortened 
in a number of cases. Some miners are 
losing their jobs. Prices of things they 
buy go down slowly. The net result, for 
many, is a loss of buying power. 

Iron and steel workers, now 19 per 


‘cent better off than before the war in 


real income, can expect new gains for a 
time. Further pay increases are uncer- 
tain, but dropping prices will bolster the 
buying power of their dollars. However, 
if demands for steel start slipping, hours 


PEAK 
PRICES 














-Thomas in Detroit News 


‘BOY! DOES THAT FEEL GOOD!’ 


Benefit Is Farmer's Loss 


of work may be cut. Layoffs may begin. 
Then gains can disappear. 

Automobile workers are in the same 
situation. They still are a little better off 
than before the war, and stand to get 
new gains for a while through lower liv- 
ing costs. Later, when car sales drop off, 
auto companies may have to cut back on 
production. Then there may be layoffs 
and shorter work weeks. 

Other manual workers, too, may 
find their prosperity slipping. At the peak 
of inflation, textile workers were up 45 
per cent in buying power over 1939. 
Construction Workers were up 23 per 
cent. Reduced volume in these industries 
could mean more layoffs and less work- 
ing time for employes who are kept on 
pay rolls. 

Unemployed persons are the ones 
who pay the hard way when a down- 
turn comes. Unemployment is rising, af- 
fecting more and more lines. People who 
lose their jobs can live for a time on un- 
employment insurance, which usually 
pays $15 to $25 a week. But that does 
not last long. Then they have to scratch 
for a living. 

Salaried persons, white-collar work- 
ers, stand to regain some of the ground 
they have lost to inflation. Salaries, as a 
rule, do not fluctuate as do the earnings 
of manual workers. White-collar pay sel- 
dom follows inflation all the way up, 
seldom follows deflation all the way 
down. Wholesale layoffs, too, are less 
common for salaried workers. 

Government workers, for example, 
are in little danger of losing their jobs. 
They are to find, whether or not they 
get a promised pay increase, that their 
salaries will go further. The average 
federal employe has taken a 10 per cent 
cut in real income since 1939, because 
pay increases have not kept up with liv- 
ing costs. It will not take much of a price 
decline to get them back to where they 
were before the war. 

Insurance workers are down 19 per 
cent in real income. Brokerage workers 
are down 7 per cent. They, too, can look 
forward to easier family budgets. 

Store clerks and other retail workers, 
as a group, can see better days ahead as 
living costs start down. Already, they 
have 3 per cent more buying power than 
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As Prices Pass the Peak 
Groups That Have Gained and Those That Have Lo: » |r 


(Income after taxes, adjusted for higher costs since 1939) 


The 


More Prosperous 


Less Prosperous 


Pietogran 


U 8 Pet Once 


in 1939. So do wholesale workers. Trade 
jobs, as a rule, are fairly steady. Pay 
cuts, if any, are not likely to come as 
fast as the drop in living costs. 

Others whose incomes have lagged 
behind price rises are due for increases 
in buying power. Employes of power 
companies are down 4 per cent in real 
income. Telephone workers in some cate- 
gories are down 6 per cent. These people 
usually can count on keeping their jobs. 

Farmers stand to sacrifice some of 
the high prosperity they have been en- 
joying in recent years. They gain more 
than almost any other group in periods 
of inflation, often lose most in periods 
of deflation. 
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Schoolteacher _.O 


Retail-trade © 


Iron and steel “ 


worker ‘ 
UP " 


19% 


worker 
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Electric-light 
and power = 
42, 


Prices of the things the farmer sells 
have skyrocketed. Volume has stayed 
high. Result is that the net cash income 
of farm operators has jumped from less 
than $5,000,000,000 to more than $17,- 
000,000,000 a year since the late ’30s. 

Now, as prices fall, farm income is 
sliding. Hew far the decline goes may 
depend largely on how generous the 
Government is with farm price supports. 
The Government is not likely to stand 
aside and let the farmer take another 
beating like that of the period following 
World War I. But price supports will not 
hold farm prosperity to 1947 and 1948 
levels. Farm prices now are leading the 
way down. The farmer is in danger of 


Brokerage (e) 
worker 


DOWN 


1% 


Veteran & 
on pension [ia 


DOWN 


8% 


getting hurt in 1949, despite price sup- § 


ports. 


Farm hands have shared in 


possibility of having to share the losses. 


The farmer’s hired man, on the average, § 
has gained 57 per cent in buying power 


in 10 years. If he holds his job, he may 


gain as much through reductions in liv- § 
ing costs as he loses through any dollar J 


cuts in pay. Real danger is that he may 


be laid off. Mechanization has cost many § 
a farm laborer his job. Now, if farmers | 


start cutting production, farm 
hands will have to go. 
Pensioners and others on fixed in- 


comes suffered under ‘inflation, but are 
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gaining now as prices drop. Without any 
increase in pension checks, a retired man 
has seen his income dwindle to little 
more than half its 1939 value. 

Retired federal workers got an in- 
crease in their pensions last May, yet 
they still have 28 per cent less real in- 
come than before the war. Things are 
looking up for them now. 

Veterans living on pensions have 
done better. They can quickly get back 
to prewar real income with any substan- 
tial drop in living costs. A married man, 
drawing compensation for total service- 
connected disability, has 8 per cent less 
buying power out of his tax-free pension 
than in 1939. 
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Investors living on interest are be- 
ginning to get some relief from the beat- 
ing they took during inflation. Many of 
these people actually suffered dollar cuts 
in income because of declining interest 
rates. This happened at a time when both 
prices and taxes were climbing. A man 
who managed to hold his gross income 
from interest payments at a level of 
$40 a week has taken a 45 per cent 
drop in buying power during the last 
10 years. His real income has fallen 
to $22 a week. 

However, persons in this group find 
that their dollar already is worth a little 
more than at the peak of inflation. Its 
value promises to keep growing. 


Bituminous-coal 9 
worker 


uP 
61% 


Person living on © 
interest from bonds 


DOWN 


45% 
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The net effect of falling prices, thus, 
is likely to be a reversal of buying-power 
trends produced by inflation. People with 
steady jobs and steady incomes, the ones 
who were left behind by inflation, are to 
cash in as living costs decline. People 
who have gained most by inflation are 
to be the ones, in many cases, who suffer 
most when inflation ends. 

Prices are not likely to get back near 
prewar levels. Neither are most incomes. 
Yet nearly everybody will be affected. 
With a downturn, millions will find them- 
selves able once more to make ends meet, 
live a little better, and put some money in 
the bank. Other millions face a brush 
with hard times. 
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TOO MUCH FOOD: TAX BURDEN 


Big Crops Threaten Costly Price Supports 


Billions are to be put up by 
taxpayers to bolster food prices, 
cotton prices. 

Farm problem, back again, is 
a big one, to grow bigger. 

Controls are coming, but not 
this year. Farmers can plant all 
they want, get an assured return 
for what they sell. 

Wheat, cotton, corn are to be 
the big problem crops. 


The farm problem of prewar days 
appears to be on its way back, bigger 
than ever. Prices have declined. Pro- 
duction trends are up. Demand isn’t 
rising. Government, with taxpayer 
help, is committed to hold prices at a 
fixed level. 

Farm troubles are sneaking up on the 
Government planners, threatening to 
catch them off guard. The planners are 
required to support prices, yet they do 
not have, and are not asking for, an up- 
to-date law for controlling production in 
1949 or funds to finance such control. 
The plan for 1949 is to build a large 
number of storehouses instead. Food and 
cotton, piled up this year, will be over- 
hanging markets next year. 

If weather is normal in.1949, the farm 
problem of 1950 can be a staggering one 
—costly to taxpayers, difficult for many 


farmers who will face tight Government 
regulation, hard on Government plan- 
ners, who will face problems involved in 
finding uses for surplus products. That 
much officials admit in private. 

A glance at the charts on these pages 
shows why it is that the planners even 
now are beginning to scratch their heads. 

Supplies of grain and cotton are far 
greater than they were a year ago. 

Grain on hand, including wheat, corn, 
rye, oats, barley and grain sorghums, 
totals nearly 4,800,000,000 bushels. That 
is an increase of more than 40 per cent 
over a year earlier. Cotton on hand, 
totaling 12,600,000 bales, shows an in- 
crease of more than 30 per cent. 

Prices of the various grain crops have 
declined a third, or even a half, during 
the last year. Corn again is being bought 
on some farms for $1 a bushel, wheat for 
$2. Not long ago there was talk of $3 
corn and $5 wheat. 

But that is not all. Farmers, seeking to 
cash in on the final year of Government- 
guaranteed loans at 90 per cent of parity, 
are getting ready to plant bigger acreage 
of wheat, cotton and other crops. Sup- 
plies next autumn, as a result, are likely 
to mount still higher. 

More than $1,500,000,000 of Govern- 
ment money already has been put into 
commodity loans or other price-support 
programs. Additional billions may be 
needed, if the bumper crops now in pros- 
pect actually are produced. 

Wheat threatens to give the Govern- 
ment planners their first big headache of 





Grain Supplies: Up 











) 3,380,000,000 Bu. 


4,775,000,000 Bu. 
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the new surplus period. A winter-wheat 


crop of 61,300,000 acres already is in the | 


ground. Spring wheat is expected to 
swell the total to nearly 81,000,000 acres. 
This will be 3,000,000 acres more than a 
year ago, 18,000,000 more than the aver- 
age of the last three years before the war. 

The blizzards, bringing heavy snow- 
falls to many areas that often lack mois- 
ture, probably have helped rather than 
hurt wheat prospects. Experts in the De- 
partment of Agriculture now look for a 
total crop of around 1,300,000,000 bush- 
els. It could. go to 1,400,000,000. 

Even if 325,000,000 bushels is given 
away or sold to other nations, total de- 
mand for wheat is not expected to be 
more than 1,075,000,000 bushels in the 
1949-50 marketing season. Thus, the 
coming crop may boost the wheat carry- 
over from the 275,000,000 bushels slated 
for next summer to as much as 600,000. - 
000 bushels in 1950—or more wheat than 
the people of U. S. eat in a whole year. 

The wheat crop on the way already is 
confronting the planners with acute prob- 
lems. New storage facilities will have to 
be built before the crop is harvested. Big 
sums of money will be needed to provide 
growers with loans on their wheat at 90 
per cent of parity. And decisions will 
have to be made in May or June about 
restoring the prewar system of acreage 
allotments for the 1950 crop, with the 
aim of keeping wheat supplies within 
bounds. 

Cotton is rapidly slipping back to its 
old role as a problem crop, too. Use of 
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cotton in this country is not as high as it 
was. Competition abroad is growing 
sharper. Farmers of U. S. are expected to 
plant at least 25,000,000 acres, and pos- 
sibly as much as 27,000,000, compared 
with the 23,000,000 acres on which they 
grew 15,000,000 bales of cotton in 1948. 
Average weather could bring another 
crop of 15,000,000 bales, and boost the 
1950 carry-over to 9,000,000 bales. 
Yields equal to those of 1948 could send 
the carry-over to 11,000,000 bales—or 
nearly enough to fill a year’s demands. 

The Department of Agriculture is 
preparing a modernized cotton-control 
plan, to go into effect for the 1950 
crop. This would set new minimum quo- 
tas for the various cotton States and 
would revise the method of computing 
production bases and marketing quotas 
for individual farms. Involved is a struggle 
between the older cotton region of the 
Southeast, which cut cotton acreage dur- 
ing the war years, and the new cotton 
areas of the Southwest and Far West, 
where acreage has been greatly ex- 
panded. No control plan is contemplated 
for the 1949 crop, however. Supplies, as 
a result, could become overwhelming 
before controls are applied. 

Corn, like wheat and cotton, is giving 
worry to the planners. The prospect of 
one more year of loans at 90 per cent of 
parity is expected to boost plantings 
above the 86,000,000 acres of the last 
two years. Average weather next season 
would bring a crop nearly as large as 
the record 1948 crop. In that event, the 
corn carry-over, which probably will be 
700,000,000 bushels next autumn, could 
go as high as 1,000,000,000 bushels in 
1950. 

Such huge supplies, however, would 
mean correspondingly huge outlays in 
Government loans and would bring the 
question of limiting corn production. 
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Meat is another cause of concern. 
Supplies of meat are gradually expand- 
ing, as the big 1948 crops of corn and 
small grains are fed to livestock. At the 
same time, demand is tending to fall. 
These are the basic factors that have sent 
livestock prices plunging downward. 

Experts say that, even though the 
market for hogs and cattle may strengthen 
somewhat over the next few weeks and 
months, a new flood of livestock can be 
expected by next autumn. If the price of 
hogs goes below the support level, a 
program of Government buying will be 
necessary under the law. Such a_ pro- 
gram, in turn, would bring the question 
of disposing of the accumulated meat 
supplies—whether to ship them to Mar- 
shall Plan countries or distribute them in 
U.S. through the school-lunch program 
and possibly a new stamp plan. 

Potatoes, which have been chronical- 
ly in surplus for several years, are re- 
garded as the “horrible example” of what 
happens when price guarantees are too 
high. They will present a less serious 
problem in the coming season, however, 
if Department of Agriculture plans work 
out. The price-support schedule for the 
1949 crop, just announced, is intended 
to maintain prices at only 60 per cent 
of parity instead of 90 per cent, as the 
law previously required. Another change 
is intended to divert to surplus channels 
the lower-grade potatoes, instead of the 
best grade, as heretofore. 

Cost to the Government is expected to 
be far lower than the $200,000,000 be- 
ing spent to buy potatoes from the 1948 
crop. And officials believe that the lower 
guarantee will remove much of the price 
stimulus to excess production. 

Other farm commodities are get- 
ting into trouble and are prompting 
Government action or plans for action. 
Because of falling butter prices, the Gov- 


ernment has announced a buying pro- 
gram intended to support the wholesale 
butter price at 59 cents a pound. Peanuts, 
for the first time since the war, are to be 
subject to acreage allotments and market- 
ing quotas. Aim of the peanut program, 
ratified by growers in a referendum, is to 
reduce plantings from 3,900,000 to 3,- 
200,000 acres. Marketing quotas are be- 
ing continued for tobacco. Fats and oils 
are becoming more and more plentiful, 
and the House Committee on Agricul- 
ture has urged that they be freed from 
export control. 

As the farm surpluses pile up and 
prices go down, demands for revival of 
farm programs on a prewar scale are 
voiced by farmers and are echoed in 
Congress. 

Several steps, however, will be es- 
sential before those programs can be 
launched, officials explain. Congress is 
to be asked to write new control legisla- 
tion, not only for cotton, but for other 
crops as well. The Commodity Credit 
Corp., already is authorized to borrow 
and lend a total of $4,750,000,000, but 
seeks renewed authority to build storage 
facilities. Then, before production con- 
trol can be placed in effect on a wide 
scale, bases, allotments and quotas will 
have to be worked out, farm by farm. 

With price supports for most crops 
continued at 90 per cent of parity 
through 1949, farm income appears to 
be cushioned against any big drop in 
the next few months, no matter what 
surpluses appear. The principal danger, 
some officials contend, is that another 
season of good crops may pile up huge 
supplies before any new control program 
can even be started. Such supplies, they 
declare, can exert further downward pres- 
sure on prices and bring the surplus 
problem back, full size and more difficult 
than ever. 









Cotton Supplies: Up 











9,600,000 Bales 


RES 
~Standard Oil Co., N. J. 


12,600,000 Bales 














© 1949, By U.S. News Pub. ( 


15 








Y.S. News & World Report 


—— 








6 agencies would be part 
of the President’s office 


IF GOVERNMENT’S EXECUTIVE BRANCH IS STREAMLINED .. 


How Hoover Commission Would Reduce Bureaus Reporting to President 
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President 























¢ other agencies 
would report directly to the President 





er agencies, offices and commissions 
now reporting to the President would be 
placed in other Government departments. 
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R. TRUMAN, sitting in the White 

House, will be the most powerful 

of peacetime United States Presidents if 

Congress follows the reorganization plan 

of the commission headed by Herbert 
Hoover. 

The President—now hedged in power 
by many restrictions—will get  stream- 
lined control of the executive branc!: of 
Government, employing 2,000,000 per- 
sons. 

National Security Council will be 
moved into his office. Under firm control 
of the President, it will shape U.S. cip- 
lomatic and military policy. Members 
will be named by Mr. Truman. 

National Security Resources Board— 
top planning body for military and indus- 
trial _mobilization—will be part of the 
White House. Members will be ap- 
pointed by Mr. Truman. 

An Economic Adviser will replace the 
Council of Economic Advisers. Members 
of the Council now can go before Con- 
gress, disagree with each other and the 
President. The new Adviser will be ap- 
pointed by Mr. Truman, without Senate 
confirmation. 

Other Cabinet-level committees, too, 
will become appointees of the President. 


Many now are set up by Congress, and | 


Mr. Truman is told to listen to their ad- 
vice. 

Two new offices—a Personnel Officer 
and a Staff Secretary—will be set up, the 
latter to keep Mr. Truman informed of 
Government activities and plans. 

All these agencies will join the Office 
of the Budget—now the Budget Bureau 
—as Mr. Truman’s personal instruments 
of planning and control. Their officers 
will be selected by him without Senate 
confirmation, will be shifted about among 
these offices as he desires. 

Agencies will be drastically reduced 
in number, their operations centralized. 
Scores of appointments now requiring 
Senate confirmation will rest with the 
Executive alone. 

Cabinet offices—including a new De- 
partment of Welfare—will take over most 
of the agencies that now are independ- 
ent. Dozens of agencies that now can 
appeal to Congress will answer to Mr. 


ee 
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Truman’s Cabinet officers, request funds | 


through those officers. 


It is, in short, a new and more power- | 


ful Presidency that is to be created if 
Hoover Commission plans prevail. 
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The Most Beautiful Thing on Wheels! 


Everywhere you hear them saying, “The most beautiful 
thing on wheels!”” And why not? Here is styling artistry 
at its newest, freshest and best. Here is new front-end 
distinction, new silhouetting and contouring, new 
fleetly-flowing lines. Here—in one of America’s lowest- 
priced cars—is the newest look of all! And what’s more, 


it gives you that lovely new look plus. Plus the new 


PONTIAC MOTOR DIVISION of 


GENERAL 


comfort of its entirely new bodies by Fisher and exclusive 
Travelux Ride; plus the thrilling performance of 
Pontiac’s famous improved straight eight and _ six 
cylinder engines—smooth, powerful and amazingly 
economical; plus unsurpassed dependability and long 
life. Your eyes will tell you of Pontiac’s beauty. And 


one ride will tell you it’s even better than it looks! 


MOTORS CORPORATION 








THIS IS ALL WE NEED 
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If you’re looking for a good site fora N. & W. They understand manufactur- 
new or relocated plant, we can help you ing and marketing problems in relation 
find it. 


to factory location. 
The Land of Plenty offers good plant 


locations . . . and our staff of special- 


Let’s be specific. Call or write to us 
today and tell us as much as you can of 
your plans and needs. The Norfolk 


Sa a has ac. 2 hla Bis 


ists will screen those locations for your 


leet 


and Western’s experienced Industrial 
and Agricultural Department will go to specific requirements. They are at 
work on your problem immediately. your service to work in strictest con- 


For almost 50 years this department has fidence and without obligation. All we 


accumulated important industrial data need is word from you. 
regarding The Land of Plenty — the six 
great industrial states served by the 


The Land of Plenty offers: varied raw materials 
@ dependable manpower @ electric power and 
industrial water @ Norfolk and Western Precision 
Transportation @ fine communities @ world’s 
finest Bituminous Coal @ the modern Port of 
Norfolk @ favorable tax programs @ equable 
climate ...and room to grow! 
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RAILWAY 


Address Industrial and Agricultural Depart- 
ment, Drawer U-201, Norfolk and Western Rail- 
way, Roanoke, Virginia. 
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BALKY CONGRESS VS. MR. TRUMAN 


Chances Fade for More Taxes and Controls 


Congress is backing away 
from the Truman program. Tax, 
civil-rights and military-training 
plans are given little chance. 

The President's labor, wage 
and control bills are in trouble. 
Housing and social-security plans 
face a trimming. 

Many things promised in the 
campaign have little chance of 
being delivered by Congress. 
Compromises are in the making. 


The new Democratic Congress on 
which President Truman must depend 
for enactment of his “Fair Deal” pro- 
gram is developing a tendency toward 
balkiness. It is backing away from the 
hurdles that the President set for it. 

Mr. Truman’s $4,000,000,000 tax in- 
crease is dying a slow death. His labor 
and minimum-wage bills are in trouble. 
The civil-rights plan is being buried. 
Controls over prices, production and 
other things are snarled in disputes. Uni- 
versal military training is being side- 
tracked. 

All down the line, the President’s pro- 
gram is running into trouble. Some parts 
of his foreign program are being scuttled. 
Even social-security and public-housing 
measures are likely to be watered down. 
Many of the things that were promised 
during the campaign will not be de- 
livered by Congress. 

The situation in Congress is con- 
fused even more than usual by deep 
splits that run through both parties. 
Ordinarily, the Republicans stand in a 
fairly solid bloc. Now they are divided 
as well as the Democrats. Mr. Truman’s 
own party always has both a Northern 
and a Southern wing. The present divi- 
sion of Republicans may help to rescue 
some parts of Mr. Truman’s program 
that otherwise would be lost. 

The Senate is being made the scene 
of the toughest battles. There, the Presi- 
dent’s program is in the hands of Senator 
Scott W. Lucas, of Illinois, who is un- 
tried and inexperienced as Majority 


Leader. ‘Alben W. Barkley, of Kentucky, 
who has led so many battles for the 
Democrats there, now is presiding over 
the Senate as Vice President, and is 
removed from active conflict. And it is 
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in the Senate that the Democrats will 
have to fight every inch of the way to 
pass Mr. Truman’s program. 

Almost a fourth of the Senators are 
Southern Democrats. They make up al- 
most half of the Democratic majority. 
Many of the Southerners are firmly set 
against important aspects of Mr. Tru- 
man’s program. Almost all are determined 
to beat down the civil-rights proposals. 

The House is in better shape from the 
presidential point of view than at any 
time since the first New Deal Congress of 
Franklin D. Roosevelt in 1933. Mr. Tru- 
man’s program is in the hands of Speaker 





SENATORS RUSSELL, LUCAS, ELLENDER AND MYERS 


and Means Committee. In the Senate 
Finance Committee, there is no plan for 
taking up new legislation until next year. 
The Democratic chairmen of the House 
and Senate tax-writing committees, Rep- 
resentative Robert L. Doughton, of 
North Carolina, and Senator Walter F. 
George, of Georgia, are urging a go-slow 
policy on new taxes. 

The pushing of Mr. Truman and his 
top tax lieutenant, Treasury Secretary 
John W. Snyder, is not altering this situa- 
tion. The committee chairmen fear that 
too-hasty action on a tax bill might help 
to drive the nation into a recession. 
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In the Senate, tough battles are ahead 


Sam Rayburn, of Texas, and Majority 
Leader John W. McCormack, of Massa- 
chusetts. A change of rules has given the 
Speaker more power, and both are men 
of long experience in their jobs. 

Here, Southern Democrats, lukewarm 
in last year’s campaign, are trying to 
climb back on the party’s band wagon. 
They are afraid of opposition in 1950. 

Thus, while Democratic Senate leaders 
are bracing themselves for a long fight, 
Mr. Truman’s team in the House is more 
hopeful. But, even here, there is not too 
much enthusiasm for some parts of the 
President’s program. 

On individual issues, the prospect 
looks like this: 

A new tax bill is being shoved be- 
hind other legislation in the House Ways 








They want a full study of the Govern- 
ment’s income and spending prospects 
and an appraisal of the nation’s economic 
situation before changing taxes. Such in- 
formation will not be ready until May 1. 
Instead of a tax boost, there now is talk 
of a cut in excise taxes. 

Economic <ontrols stand in a similar 
situation. In spite of Mf. Trumian’s re- 
newed demand for stand-by wage and 
price controls, the more drastic checks 
are being scrapped. A simple extension of 
some measures, such as rent control, is in 
the making. But Congress is moving 
slowly. Members are not certain whether 
it is controls against rising, or falling, 
prices that are needed. 

Taft-Hartley revision is caught in a 
series of arguments involving top Admin- 
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GOVERNOR DEWEY AND SENATORS VANDENBERG AND TAFT 
In Republican ranks, a division is developing 


istration labor officials as well as members 
of Congress. The CIO is accusing the Ad- 
ministration of bungling and playing into 
Republican hands. It says Democrats 
should show more enthusiasm and knowl- 
edge of the subject. Southern Demo- 
crats are playing a big part in hand- 
ling the legislation in the House La- 
bor Committee. 

Minimum-wage measures are run- 
ning into trouble because of the over- 
eagerness of proponents. They could 
easily have gotten a simple boost of mini- 
mum wages from 40 to 75 cents an hour. 
But they are trying to add several million 
more persons to the coverage of the bill. 
Now it is caught in a row. 


On farm legislation, the Administra- 
tion is in trouble, not because Congress 
is unwilling to help the farmer, but be- 
cause no plan has yet been devised for 
aiding him in a period of falling prices. 
The Agriculture Department still is work- 
ing on a program. Crop-reduction and 
parity plans are no more fixed now than 
they were last November. 

Universal military training is being 
put into the discard. In the House, the 
Armed Services Committee—which would 
handle such a plan—is proposing to use 
the $800,000,000 that Mr. Truman. set 
aside for military training in his budget 
to build a 70-combat-group Air Force. 
He suggested 48 combat groups. 





THE PRESIDENT’S TEAM: BARKLEY, 


Acme 


RAYBURN, LUCAS, McCORMACK 


Among Democrats, no sign of unanimity 
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On the positive side, Mr. Truman 
stands to get a housing bill that wil! pro- 
vide at least 100,000 units a year for six 
years. He is getting an extension of the 
reciprocal-trade program. Congress is 
arranging to give him the money to con- 
tinue the European Recovery Program 
for another year. 

Social Security revision, to give a 
broader coverage, is in the making. But 
the national health program suggested 
by Mr. Truman is likely to be watered 
down. The President also is in a fair way 
of getting money to help the States pro- 
vide better schools, but perhaps with 
some strings attached to the program 

Some of the Hoover program to re- 
organize the Government also is being 
pushed through. But Congress is requir- 
ing that Mr. Truman handle separately 
some of its pet agencies in such a re- 
organization. 

The civil-rights issue lies at. the 
core of whatever action is being taken. 
The President’s bills are being strangled. 
Southerners are fighting them stubbornly 
in both houses. And some Northern Re- 
publicans, who are pushing them to irri- 
tate and divide the Democrats, are not too 
anxious to have some of them pass. 
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This applies particularly to a Fair Em- 4 


ployment Practice Act. Any measure that 


threw open jobs in all industries to Ne- 9 


groes on an equal basis with white persons 


would have to operate on a nation-wide § 
basis. There is much opposition to such a @ 


step in many Northern States. 


The Southern States are chiefly in- § 
volved in the measures to abolish the poll § 
tax and to ban lynchings. The Southern- § 
ers charge that these are an invasion of } 
States’ rights. But here they are fighting a § 
lone battle. And in this fight the filibuster § 


is their chief weapon. That is why they § 


want no ban on filibusters. 


Compromises face the Democratic § 
leaders at every turn in the Senate if § 
they are to salvage the main points of § 
the President’s program. Southerners are § 


balancing the  civil-rights 


measures @ 


against other points on Mr. Truman's § 


plan. But over their heads hang the 
continual threat that the Senate will 
adopt a rule to ban filibusters. 

A line runs down the middle of the 
Democratic Party on social and economic 
matters. The same sort of division is de- 
veloping in the Republican Party—as 
emphasized last week by Governor 
Thomas E. Dewey of New York. By 
shrewd negotiation, Democratic leaders 
may be able to trade off social measures 
for economic measures, and vice versa. 

This is their only hope in a Senate in 
which Southern conservatives 


hold § 


about half of the Democratic votes and @ 


many key spots on committees. All of 
this is adding to the balky disposition of 
the 81st Congress. 
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WEAK SPOTS IN THE SOVIET SETUP 


Lag in Output Cuts Industrial, Military Power 


Weak spots in production are 
holding back Russian recovery. 

The trend is up, but output, 
over all, is below prewar levels. 
Steel, transportation, food and 
housing are lagging. 

Russia is not coming back as 
fast as Britain and France. In pro- 
duction, Russia is not in the same 
league with the U. S. 


Russia is continuing to lead from 
weakness, not from strength, in her 
challenge to nations of the West. This 
fact is shown by the condition of Rus- 
sian industry and agriculture at this 
time. 

Output of industry within Russia to- 
day, more than three years after the war’s 
end, is not yet back to the prewar level. 
American industry, on the other hand, is 
turning out goods at a rate 54 per cent 
above 1940. Britain is exceeding its pre- 
war level of production; France is ap- 
proaching that level. 

The Russian nation is under great pres- 
sure to rebuild and to expand its indus- 
trial base. That base was hurt badly dur- 
ing the war. Reconstruction has gone far. 
Russia is better off this year than last. 
The number of workers and employes in 
Russia is up 10 per cent to 33,000,000. 
But the pace of recovery is uneven. It 
leaves Soviet Russia with an industrial 
strength that is between one tenth and 
one fourth as large as this country’s. 
What is more, lack of proper food and 
housing is cutting down the output of 
Russian workers. 

A careful analysis of the situation in 
Russia by agencies of the U.S. Govern- 
ment gives a basis for judging the posi- 
tion of that country. The analysis is based 
upon facts that officials regard as authen- 
tic. In what follows, the facts are placed 


in contrast to the situation in the United - 


States so that the reader can judge how 
this Government sizes up the Russian 
position. 

Basic industries within Russia are re- 
garded as a center of relative weakness. 
Main effort of the Soviet Union is con- 
centrated on building up those basic in- 
dustries at the expense of the well-being 
of ordinary citizens of the country. The 
Russian public is denied the barest 
necessities in order that all goods and 
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all effort not needed to sustain life can 
be centered on the expansion of Russia’s 
industrial base. 

Steel is the measure of both industrial 
and military strength. Russia’s output is 
still below the prewar figure at 18,700,- 


000 tons. That is only 23 per cent of U.S. 


output for 1948, but Russian production 
is 2,000,000 tons higher than Britain’s, 
next in rank in Europe. Judged by the 
goal set for the expansion of Soviet indus- 
try, the rate of progress in steel has been 
slow. 

Main problem for the Soviet planners 
is how to allocate what steel is produced. 
Electrical, chemical, coal and machine- 
tool industries get high priorities now, 
but a shift may be ordered to avert a 
crisis in transport and housing. The fact 
is that Russia lacks the steel to speed up 
production as planned while meeting the 
demands of the armed forces. And in- 
creased steel production depends on a 
boost in other basic industries. 


Coal mined in Russia today, for ex- 
ample, is of lower quality than the coal 
mined before the war. Production in 
1948 was about 220,000,000 tons, a rec- 
ord for Russia, but just 31 per cent of 
the amount mined in the U.S. last year. 
Trouble is that mine officials, under con- 
stant pressure to hit the production tar- 
gets set for them, are less concerned 
about quality than quantity. More coal is 
needed to drive a train 100 miles or to 
produce a ton of steel than before the 
war. Coal production still falls short of 
the needs of Russian industry. A large 
part of Western Russia now depends on 
imports of Polish coal. 

Oil is another measure of Russia’s in- 
dustrial and military strength. It is 
needed by transport and industry; it is 
the fuel that kéeps modern armies mov- 
ing. Oil output in Russia is still below 
prewar levels at 32,100,000 tons—only 
about 10 per cent of U.S. production. 
Before the war Russia exported oil; today 


Russia’s Slow Industrial Comeback 
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the Russians are trying to meet their 
needs with imports. 

A shortage of drilling, pumping and 
refining equipment is blocking Russia’s 
efforts to get more oil out of the ground. 
The Russians have taken all the equip- 
ment of that kind they could find in the 
occupied and satellite countries, leaving 
only the equipment that could produce 
more oil for Russia where it was. An oil- 
cracking plant in Austria and drilling and 
pumping equipment in Rumania have 
been moved to Russia. From now on, un- 
less the Russians succeed in making 
peace with the West, they will have to 
produce their own oil machinery. 

In oil, as in other industries, Russian 
concern over the lag in current produc- 
tion has led them to slow down on prep- 
arations for the future. Exploration for 
new oil fields is getting little attention in 
Russia. Wells in the Caucasus are run- 
ning dry; new sources for oil will be 
needed in the near future. 

Transportation itself is in bad shape, 
due to more troubles than the fuel 
shortages. 

The railways, which carry more than 
80 per cent of Russia’s freight, need to 
be rebuilt from the ground up and must 
be expanded if Russia is to develop its 
economy according to plan. Railway 
mileage in a country that is three times 
the size of the U.S. is only one quarter 
of the mileage of American railways. By 
1872 the United States had about as 
many miles of railroad track as Russia 
has today, 

The Soviet plan to develop the indus- 
tries behind the Ural Mountains in Cen- 
tral Russia has put a tremendous burden 
on the railways. Factories set up in the 
Urals are far from the Russian consumer 
and from the seaports. Long hauls are 
necessary. Loading facilities are poor. 
Breakdowns are frequent. This situation 
has forced the Soviet Government to 
shift industrialization from the Ural region 
back to the Moscow area in European 
Russia. 

Russian rolling stock, much of which 
was destroyed in the war, is in need of 
rapid replacement. Soviet industry, so 
far, is not doing the job fast enough. 
Only 890 locomotives and 39,200 freight 
cars were produced in Russia last year, 
when U.S. railways put 1,487 locomo- 
tives and 102,737 freight cars into serv- 
ice. Czechoslovakia and Hungary both 
are producing rolling stock for Russia, 
but the main effort must come from 
Soviet industry. 

Highway mileage in Russia, as the war 
began, was 481,000 miles compared to 
3,000,000 miles of roads in the U.S. 
What is more, most of Russia’s roads are 
only dirt wagon trails. Only about 100,- 
000 miles of roads are hard surfaced, and 
just one of these, a highway running west 
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from Moscow, compares with the average 
American highway. It will take many 
years of road building before Russia can 
relieve the strain on the railways with 
motor transport. 

Food is always a problem in Russia 
owing to the relatively small amount of 
good cropland. In the 40 years preceding 
the war, the increase of Russia’s grain 
crops has not been more than 50 per cent. 
The amount of land under cultivation to- 
day still is less than the prewar total. A 
bumper grain crop last year enabled the 
Government to lift bread rationing, but 
the Russian people are eating less per 
person than the people of any country 
in Europe. 

Food output is not keeping up with 
the normal increase in population, is not 
providing for the rapid growth of the 
industrial population which, in the single 
decade preceding World War II, in- 
creased by 30,000,000. A drought, in a 
country where droughts are frequent, 
could bring a period of real famine. Rus- 
sia’s rulers are so concerned about the 
food situation that they are supporting a 
few unorthodox scientists who are trying 











to boost food output in a hurry by ignor- | 


ing genetic principles accepted in the rest 


of the world. 

Added up, the weak spots at the foun- 
dation of Russia’s economy are likely to 
sap the country’s strength for years to 
come. Rapid industrial expansion must 


wait for better transportation, more steel © 


and fuel. Russia’s armed forces need the 
same things before they are properly pre- 
pared to fight a war. The country’s weak. 
ness is showing up in other branches of 
industry too. 

Production in Russia is 
acutely from lack of co-ordination at the 
top. Some industries are smashing pro- 
duction records; others are far below pre- 


suffering | 
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war output. The output gap between var- © 


ious branches of industry is much great- 
er in Russia’s planned economy than in 
the free economy of the U.S. Result, for 
Russia, is waste and weakness. 

Electric power produced in Russia to- 
day, for example, is about double the 


prewar output, although less than one § 
fifth of U.S. production. Trouble is that § 
the power industry is straining to hit high 9 
targets without proper care for existing 
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plant. Meanwhile, Soviet industry is not 
producing enough turbines and gener- 
ators for replacement, much less expan- 
sion. Electrical equipment of all kinds is 
short throughout the country. Bottlenecks 
in power lie ahead. Russian buyers, plac- 


§ ing orders for power equipment in 


Sweden, Britain and Italy, are getting 
few deliveries and Russia already has 
taken turbines and generators out of 
Eastern Europe and Manchuria. 

Machine tools are a bright spot in 
Russian recovery. Production in 1948 was 
105,000 units, a rate. of output which 
may enable Russia to hit its target of 
1,300,000 machine tools in use by 1950. 
Four years ago an inventory of U.S. ma- 
chine tools showed a total of 1,882,000 
in use. Russia, however, is in desperate 
need of precision tools and spare parts 
for foreign-made tools. 

Result of such shortages in the output 
of an industry which, on the whole, is 
doing well, shows up elsewhere in Rus- 
sian production. Lack of precision tools, 
for example, is responsible for the failure 
of Russian industry to produce enough 
ball bearings, vital to production in many 


branches of industry. Lack of spare parts 
for foreign-made machine tools is forc- 
ing the Russians to discard machinery 
which, if repaired, could operate for 


many years. 

Trucks produced in Russia have turned 
up at the industrial fairs held in Eastern 
European capitals, but prospective buy- 
ers found that the Russians are selling 
no trucks abroad. Reason is that Russia 
today is not producing as many trucks 


and autos as in 1937. Total number of 


motor vehicles produced in Russia last 
vear was 172,700, only 3.2 per cent of 
U.S. output in the same year. Life of 


‘these vehicles on Russia’s poor roads is 


short. The Russian distribution 
for spare parts is poor. There are fre- 
quent delays in the delivery of motor 
fuels to industrial areas that depend on 
short-haul motor transport. 

Tractor output in Russia is below the 
normal replacement rate, thus delaying 
the effort to boost food production in 
rural areas. Production of tractors in 
1948 was 51,000, less than in 1937. War 
losses and lack of grain for feed have re- 
duced the number of horses on Russian 


system 
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farms far below the prewar level, so that 
the need for motor traction is great. 

Lumber production and mining both 
are suffering from the shortage of heavy 
tractors. Output of lumber in 1948 still 
was only 69 per cent of prewar. Russia, 
once largest supplier of soft wood in 
Europe, now is out of export market. 

Weak spots all along the line in Rus- 
sian industry are hurting not only the 
rest of industry, but the Russian citizen 
as well. He stands at the end of the line, 
getting what is left of Russia’s output 
after the major needs of industry are 
filled. He is told that, in the end, he 
will reap the benefits of Russia’s grow- 
ing power. In the meantime, however, 
the Russian worker lacks the food and 
the incentives to produce as much in a 
day as the worker in Western Europe 
or in the U.S. 

What the citizen gets out of Soviet 
production is more than he got in the 
days of the Czars, but less than he got 
before the war. 

Housing, for example, is a major weak 
spot in the Russian economy. Idea of the 
Soviet planners ‘was to sacrifice proper 
housing to industrial expansion, but the 
result is turning out to be low produc- 
tivity of labor. A worker and his family 
of three in the Moscow industrial area 
are considered lucky if they occupy 
enough space for one bed and clearance 
on both sides. In other industrial areas, 
housing conditions are much worse. War 
damage to housing has not been made 
good, output of new houses is far behind 
schedule and does not keep up with the 
growth of the population. Workers who 
are ill fed and poorly housed are dragging 
down Russia’s production per worker. 

Clothing and shoes available to civil- 
ian consumers are inadequate to meet 
the standards required for efficient pro- 
ducers in modern industry. Cotton and 
woolen textile output in Russia last year 
for a population 31 per cent larger than 
in the U.S. was more than one third 
of American production. Russian shoe 
production is only 39 per cent of U.S. 
output. The Soviet Union is producing 
less clothing and less footwear than be- 
fore the war. Much is going to the armed 
forces; little is left for the workers. 

All in all, careful analysis of the pro- 
duction of the Soviet Union shows that 
Russia, today, is not in the same league 
with the United States. American pro- 
duction, however, is: geared to consum- 
ers while Russia is concentrating every- 
thing on expanding industry. A slow- 
down in U.S. industrial expansion may 
enabie Russia to narrow the gap. Weak 
spots in Russia’s economy, however, sug- 
gest that the Soviet Union may not be 
able to match the industrial power of 
the U.S. nor of Western Europe in the 
foreseeable future. 
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How China’s Communist Army Wins 


The present war in China is essentially 
a rifle, machine gun and mortar con- 
flict. Field artillery has been used to 
some extent in major engagements, but in 
75 per cent of the battles small arms de- 
cide the issue. 

Thus the war hinges on the proficiency 
of the infantry. 

The general class origin, physical ap- 
pearance and intelligence of the Red sol- 
dier are about the same as those of the 
Nationalist soldier. He is usually illiter- 
ate though better indoctrinated political- 
ly. He is not as well trained as the Gov- 
ernment soldier with one important ex- 
ception—he can make long, fast marches, 
and this is a key factor in the Chinese 
Communist Party successes, now that 


the Nationalist troops are chiefly on the - 


defensive. 

A “marching complex” typifies the 
Red soldier, whereas a “pillbox complex” 
characterizes the Government’s infantry- 
man. 

Red propaganda to the contrary, the 
average CCP soldier is not a volunteer. 
He is drafted by one of two general 
methods. The first is simply the round- 
ing up from villages and hsiens (counties) 
of males of military age, which is often 
done by force. Few escape, and the 
penalty for desertion is so severe that 
only a few attempt it. The Chinese people 
tend to accept this form of recruiting 
from of old. The average recruit is hard- 





Forced Recruiting, Iron Discipline Pay Onl 





The mystery of how China’s ragged, 
badly equipped Communist Army has 
all but won a war against the far 
larger Government Army, better 
trained and better equipped, is ex- 
plained, in large part, in the accom- 
panying article. 

A factual report from behind the 
Chinese Communist lines is given by 
Maj. Robert B. Rigg, of the U.S. 
Army, who spent several months with 
the Chinese Communists when he was 





A FIRSTHAND ACCOUNT OF ‘RED’ MILITARY TACTICS 


captured while serving as an official 
observer with Nationalist forces. A 
trained U.S. military observer, Major 
Rigg is publishing his report in the 
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Infantry ‘Journal for February, 1949, | @ 


in full. A condensed version appears 


here. a 
This is a glimpse behind what has | 7 


been a curtain of mystery, by a pro- 








ly willing, but he is obedient to those 
who have power. 

A more successful conscription results 
from the CCP’s land-division program, 
and here the recruit does see something 
to his immediate benefit. When the Com- 
munists take over a new area, well to do 
are purged in one way or another, and 
their land may be divided up among the 
peasants or at least landlords are made to 
stop their gouging. This system places the 
family in debt to the party and is told it 
must furnish one or several sons to the 
army “in order to defend its land.” In 
addition, the senior male member of the 
family is obliged to join the local militia 
for the same purpose. The Communists 
term all such recruits volunteers. 


—Triangle 


RED TROOPS ON THE MOVE 
For the winners, a ‘‘marching complex’; for the losers, a ‘‘pillbox complex’ 
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fessional military observer who re- | 7 
ports, in military terms, what he saw | 7 
at firsthand. 


The land-division program has done Pe 
much to popularize the Communists and @ 
fill the ranks of the Chinese Red Army, 


but many Chinese are more than happy 


to revert to their original status when the @ 
Government liberates CCP areas. It is a @ 


proven fact that thousands of people flee § 
away from, and not toward, the Com-§ 
munist-controlled areas throughout China. § 

Discipline in the Chinese Red Army 
is very strict, and all foreign observers are § 
in agreement that the conduct of CCP 
soldiers reflects this well. 

The Communist officers are die-hard 
Communists so devoted to the 
doctrine that their political thinking and) 
reasoning are completely channelized. 
From field rank up, they are guerrilla) 
fighters of long experience, capable andj 
energetic leaders of men. F 

Commijssars are a part of the trusted] 
core of the Chinese Communist Party, § 
and their eyes and ears extend every-§ 
where. The system is patterned on that of § 


Tatars 


the early Soviet Army, since radically re- 
duced in influence. Considerable time is 
devoted to the political education of the & 


rank and file and anti-Americanism is a 
much emphasized subject. This propa- 
ganda is steadily taking effect not only in § 
the army but among the civilian popula- § 
tion. 

The Chinese Red Army is route order § 
in appearance but efficient in movement. 
Its ungainly appearance in the field re- | 
sults from its lack of uniform equipment, 
the improvisations of materiel by various 
units, and the guerrilla quality of its or- 
ganizations. Its divisions and brigades on 
the march are exotic caravans. 


As a prisoner of the Northeast Demo- 9 


cratic United Army’s 3d_ Division in 
March, 1947, I observed the retreat of 
this division from a combat sector near 
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Changchun to a rear area north of the 
Sungari River. Horse-drawn supply carts, 
jaded with grain confiscated in the 
region, took to roads while infantrymen 
marched in single file on each side. 
There was no halt for over five hours. 

The pace of the retreat was rapid; the 
horses alternated between a fast walk 
and trot. Hundreds of civilians, carrying 
empty stretchers, brought up the rear of 


4 q 


ficial |) the columns, which were protected by 
Ss. A 1 rear guards of cavalry and infantry. The 
1ajor |) seriously wounded rode in horse carts, 
{ie | jess serious cases had to march. 


G4¢ 
949, |§2 Dawn revealed several long columns 

















ears ss in the distance to the right and left, all 
© moving in the same direction and with 
has the same consistent speed. There were 
pro- | troops as far as I could see in nearly 
re- 17) every direction. All carts were heavily 
saw | Joaded with sacks of grain, ammunition, 
> explosives, slaughtered pigs well frozen, 
* and a variety of utensils, men and mis- 
* cellaneous gear. 
s done ™ When ‘a horse-drawn vehicle stuck in 
sts and |] the snow or lurched off some sharp turn 
Army, in the ditch, there would be a collision 
happy © or two and animals would tangle up in 
en the ™) their rope harness. But the real pace of 
It is au the march never varied. The whole re- 
le flee treat was orderly and well conducted. 
Com-§ In March, 1946, the ex-Manchurian 
China. capital of Changchun, defended by about 
Army @ 12,000 Nationalist troops, underwent at- 
ers are tack and capture by approximately 30,- 
> CCP 000 Communists. It was here that I 
® caught my first glimpse of the Chinese 
eiball 4 Reds in action. 
Reda) The city was a Government-held island 
g anda i Red-occupied territory, since the Na- 
lized, tionalist forces had been flown in. They 
errillae had no artillery, whereas the Commu- 
e andm nists employed Japanese tanks and 
artillery with their infantry. Japanese 
sicted im oops manned some of the tanks and 
‘usted § Feld 
Party. fl eld guns. Vhh. 
vera W hile the CCP troops displayed real 
hat of i aggressiveness, the greater credit must 
ly re be given to the defenders, who were un- 
7 “ @ supported from the outside except by air 
me §) drops of ammunition. The Communists 
f the were then delaying the main National- 
deat ist armies at Supingkai to the south. 
ropa’ @ The battle for Changchun lasted for 
aly in five days and most of it involved street 
pula fighting. 

Most vivid were the Red troops which 
order fought from building to building down 
nent. the main avenue from the north railway 
d re station. This street with its large, modern 
nent, buildings was under a steady hail of 
rious Nationalist rifle, machine-gun and mortar 
S Or fire. The Red casualties grew heavier all 
2s On the time, but the attack never lagged. 

One company would fight its way a 
emo- | block or so only to become completely 
1 in absorbed in trying to capture a given 
it of building. Another Red company would 





be dispatched to take its place, and some- 
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times before it reached the point where 
it could be effective, that unit would be 
decimated. Then another fresh company 
would be sent to replace it, and thus the 
fight continued. 

Discipline paid off on the Communist 
side, for there was little hesitancy on the 
part of Red soldiers under fire. One squad 
found the going particularly rough, and 
its leader decided to risk one fast rush for 
a whole block. The squad broke cover 
and ran forward in single file down the 
street, with the opposing fire speeding its 
movement. Suddenly the lead soldier de- 
cided he had had enough, so he flattened 
himself into a doorway while the rest of 
the squad rushed on past him until the 
last man yanked the soldier out of his 
doorway. Squad after squad followed in 
the wake of this unit, which had set the 
pace of advance. 

Of incidental note during this battle 
was the attempted looting by Chinese 
and Japanese civilians. The Communist 
soldiers never hesitated to shoot these 
looters, and thus the looting never gained 
headway. 

As a postscript to the battle of Chang- 
chun, within 24 hours after the city was 
completely taken, some 60 per cent of 
the Communist troops were sent into the 
battle of Supingkai. 

Unit for unit, the Red Army places 
more men in combat action than the 
Nationalist Army does. There are fewer 
soldiers [behind the lines] supporting a 
Red unit of 1,000 men than support a 
Government body of the same size. This 
from Communist regimentation 
and use of civilians with the-armed forces 
in the field. 

For example, the Chinese Communist 
Party hires or conscripts thousands of 
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THE PEASANTS GET A PIECE OF LAND 





civilians to act as stretcher bearers when 
a battle is imminent or in progress, and 
these civilians perform their work at the 
front. Similarly, thousands more, with 
their own horse carts and animals, are 
hired to form the military supply and 
transport columns. 

Neither of these two civilian groups 
relish their jobs and they are not paid 
very well. However, they have no alter- 
native but to obey, even though they are 
called volunteers. 

It is by this economy of force that the 
Communist Army is able to move from 
area to area, appear and disappear, for 
the civilians are hired on the spot and 
usually dismissed within the same general 
region and a new group hired for an- 
other as needed. 

The guerrilla units in Government 
areas are the CCP’s fifth column. They 
harass Nationalist units, installations and 
lines of communication as well as _pro- 
vide intelligence to the regular CCP 
forces. In South China, these units are 
often bandit gangs which the Commv- 
nists subsidize and name as Communists. 
At best, they represent small isolated 
groups, usually less than 150 men (and 
half that many rifles) in strength. They 
do constitute a serious menace to the 
Chinese Government, especially when 
the guerrillas work in co-ordination with 
regular CCP troop units. 

The Chinese Communists are clever 
organizers and they have imposed their 
system on the people who have no alter- 
native but to obey. The CCP wages a 
type of warfare designed to conserve its 
strength, and at the same time pare away 
the Government’s forces. The Chinese 


Reds are prepared to fight for the next 
fifteen years. 
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In order to “defend” it, the family furnishes a son to the Army 
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ARGENTINA’S CRISIS: A BUST DUE? 


Reported from BUENOS AIRES 


Argentina shows every sign of 
heading for an economic bust. 
Perén Government apparently 
outsmarted itself in holding for 
high farm prices. Now surplus 
crops are glutting warehouses. 
Labor and the Army still sup- 
port the Government, but farmers 
are discontented and business- 
men are growing resentful. 
Economic crisis may lead to an 
upset of the present regime. 


Gen. Juan L. Perdn, Argentina’s 
President, still has a firm grip on his 
country. But an economic crisis, the 
beginnings of which are being felt all 
over the nation, is fast approaching. 
People are wondering whether Gen- 
eral Peron can hold on when it comes. 

A correspondent of U.S. News & 
World Report has traveled 1,800 miles 
across the fertile Argentine pampas, talk- 
ing with farmers, businessmen, Govern- 
ment officials and just plain people. He 
finds nearly everybody talking about the 
trouble ahead, but nobody doing much 
about it. 

Internally, the country is enjoying a 
boom. Nearly everyone has a job at 
double or triple the pay he earned be- 
fore General Perén came on the scene. 
People have plenty to eat—two steaks a 
day, if they so desire. 

On the other hand, unsold crop sur- 
pluses are piling up and rotting. Farmers 
are planting less and less. Labor is rest- 
less and strike conscious, and workers do 
not respond to Administration drives for 
greater production. Transportation is 
breaking down. Some goods are becom- 
ing scarce. Hardly anyone can make 
purchases abroad. Every well-informed 
economist and businessman foresees a 
bust within 12 to 18 months, maybe 
sooner. 

General Perén’s support remains firm, 
for the moment. But, in some regions, his 
followers are resorting to strong measures 
to keep discontent in check. Some pro- 
vincial police are arresting people who 
criticize the Government in private con- 
versations. The few remaining news- 
papers with an independent outlook are 
being brought to heel. 
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So many people are doing well finan- 
cially thus far that trouble is not serious. 
Most workers, a few industrialists and 
the military class are profiting heavily. 
Farmers are complaining bitterly, though, 
and the middle classes are being squeezed 
to the breaking point. Businessmen, in 
general, are unhappy. 

Argentina makes most of her living on 
agriculture. She once held the “balance 
of power” among food-exporting coun- 
tries. Normally she furnished three 
fourths of the world’s linseed exports, 
three fourths of the chilled-beef exports, 
most of the tanning materials, a third of 
the hides and a fourth of the wheat and 
flour for export. 

Now Argentines all over the country 
are bemoaning their lost position. They 
blame the loss of demand for their 
products partly on world crop recovery, 
but mostly on their Government’s high- 
price policy. They think the Government 
outsmarted itself by charging too much 
for food when the world’s food supply 
was short. 

Farmers are worried and frightened 
about what is coming. They are so dis- 
couraged by low prices paid to them by 
the Government that they steadily are 
reducing the acreages they plant. 

One wheat grower near Rio Cuarto 
voiced a typical opinion when he said 
that decrees affecting farm labor are 
so restricting that the prices paid by the 
Government for grain just do not permit 
a reasonable profit. He admitted that the 
Government’s Argentine Institute for 
Trade Promotion—the IAPI—is paying 
more than double the prewar price, but 
he said all his costs have increased. IAPI, 
meanwhile, makes 100 per cent profit 
on the grain it sells abroad. 

This farmer put the situation this way: 
“Why work, if there’s no incentive? If 
we can’t do all right in a period when 
everybody needs our food, when can 
we? Our foreign customers are being 
flooded by offers of grain from the U. S. 
and Canada, even Russia. In your coun- 
try, sefior, the farmers get a higher re- 
turn for their grain, and still the final 
price to the buyer is lower than ours. 
That’s the trouble. We could undersell 
you in a minute if it weren't for the 
IAPI.” 

Everywhere the correspondent went 
the story was the same—smaller acreages, 
less production, bulging elevators, grain 
piling up on the farms. Nobody knows 
exactly how bad things are, for the 













Government has stopped issuing statis. 9 
tics; but it looks as if Argentina will be 7 
able to sell only about half her available" 
wheat this year. 

It isn’t only grain that is clogging store. 
houses. Hides, tanning extract, oil cake 
and other products are piling up, too, 
Millions of dollars’ worth of exportable 
wool is left over from last year, and the 
new clip will make things worse. 

Cattle raisers have their problems, too, § 
They don’t like the low prices they are} 
getting, and they are not delivering cattle 
to the packers as readily as usual. Result 
is that Argentina is unable to fulfil! her 
meat contract with Britain, and _ the 
British have had to cut their thin rations 
of meat again. 

At the same time, businessmen and/ 
economists all over the country are de} 
scribing the financial situation as “the 
worst inflationary period in Argentine} 
history.” Paper money in circulation has 
nearly trebled in a few years. The rising 
public debt perturbs bankers and _ busi| 
nessmen, but does not seem to wort) 
public officials much. 

Labor is uneasy. Strikes are breaking 
out all over the country. Production has 
dropped off sharply. General Perén him 
self puts the slump at 40 per cent, 3 
figure confirmed by businessmen. A new 
campaign for higher production, waged 
by the Administration through press and 
radio, is not making much of an impres] 
sion. In fact, workmen joke about it. 

Labor discipline is broken. Some work 
men deliberately try to get fired so they 
can collect high dismissal pay, then start 
the process all over on some other job. 
Spending is free. Workers think it is use 
less to save, for the peso is worth les 
every day. 

Labor trouble lies ahead when many 
machines wear out and cannot be re 
placed. Then, businessmen believe, there 
will be a change from full employment 
to a crisis of unemployment. 

Military forces, as well as labor, are 
being built up as a favored group. The 
Army, Navy and Air Force get about 
half the budget. Their officers now are 
drawing higher pay than those in the 
U.S. armed forces. They live in the best 
houses, get automobiles when civilians 
cannot import them, enjoy the most 
modern facilities. In a contest betweet 
a private company and a military agency 
for scarce materials, the private firm al 
ways comes out second best. 

So the military people back Genera 
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Peron. But they distrust many of his as- 
sociates, and they are worried about the 
mess the country seems to be in. 

While military officers are getting the 
cream of everything, businessmen in 
Argentina are beset by more and more 
troubles. In order to replace inventories, 
merchants are finding that they must dip 
into their savings or borrow money. Busi- 
nessmen complain about increasing red 
tape, restrictive measures and _ rising 
taxes. 

The Five-Year Plan of General 
Perén is also hit by the troubles that are 
deepening. Under this Plan, General 
Peron proposed to spend huge amounts 
of money developing the country. The 
scheme was played up by the pro-Perén 
press and the Government-controlled 
radio, and for months it was a favorite 
topic of conversation. Now, however, 
you seldom hear it mentioned. This is 
because most of it has been junked 
quietly for lack of funds. And, on a trip 
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through the interior, the traveler finds 
little evidence of the projects that were 
to be built. 

Improved public services were a big 
phase of the Five-Year Plan, yet those 
services actually are deteriorating. Com- 


plaints are cropping up about poor serv- 


ice on the nationalized railways and tele- 
phone system, slowness and inefficiency 
of the mails, garbage collection, water 
supply and hospital service. 
Transportation, especially, is breaking 
down, It is apparent that roads and 
bridges need repairs. Train wrecks are 
becoming more frequent because equip- 
ment is falling apart and there is no 


- money left to buy replacements. 


Another sign of troubles that the 
traveler sees is shortages in various parts 
of the country. Some are caused by 
strikes, others by the stoppage of im- 
ports. At various points in the interior 
there have been temporary shortages of 
bread, meat, ice, vegetables, soap, rice, 
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ARGENTINA BEEF ON THE HOOF: Grumbles on the pampas are having an effect thousands of miles away 


sugar, newsprint, bottles, soft drinks and 
many other items. 

There is some tendency to blame the 
U.S. for some of the country’s troubles, 
but most Argentines in the interior be- 
lieve their o¥n Government is at fault. 

General Peron, thus, is running into a 
tangle of his country’s affairs after less 
than three years in office. Many of his 
old advisers have been ousted and new 
ones appointed, but he finds a dearth of 
expert technicians and capable, honest 
men who are willing to work in his Ad- 
ministration, Some of the capable men 
turn down Government jobs because 
they do not want to be around when 
the crisis comes. 

A full-scale crash can be expected if 
the present trend continues. When this 
happens, the Army may decide to throw 
its weight behind someone else. That 
time is not imminent, but thinking people 
all over Argentina are beginning to sug- 
gest that it may be inevitable. 


—Black Star 


WOOL: Bulging elevators are visible evidence that trouble may be in the making 
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JET-TRANSPORT FUTURE 


What 3 1/2 Hour. Crossing of U.S. Can Mean 


Air strategy in war, air transport in 
peace are to be revolutionized by new- 
type U.S. planes now being demon- 
strated. 

Big bombers, jet propelled, set the 
pattern. Orie prototype has crossed the 
U.S., coast to coast, in 3 hours and 46 
minutes, another in 4 hours and 25 
minutes. 

Speed of the XB-47, in sustained 
flight, was better than 10 miles a minute. 
That of the YB-49 Flying Wing, a plane 
twice the size of wartime B-29s, was in 
excess of 8 miles a minute. Demonstrated 
range of each was more than 2,000 miles 
with an undisclosed amount of fuel left 
over. Altitude reached into the strato- 
sphere, about 36,000 feet. 

Carrying capacity of the planes is high. 
Either can carry loads larger than the 
B-29 bomb load. Both can handle the 
atomic bomb. Crew is small, two men 
plus a bombardier, instead of the 10 and 
12-man crews of wartime bombers. Cost 
and time of construction, relatively, are 
low. The XB-47 was flying 15 months 
after it came off the drawing boards, 
compared with two years for the Flying 
Fortress, much longer for the B-29. Pro- 
duction, with jet engines, is simplified. 

For war, jet bombers of types now 
tested have revolutionary implications: 

Bases in U. S., or on territory avail- 
able to U.S., are in striking distance of 
any spot in Europe or Asia, with ranges 


a 
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the jet bombers are expected to reach. 
This reduces the need for new overseas 
bases, which had to be captured one by 
one in the war against Japan so that 
U.S. bombers could reach the enemy 
mainland for a full-scale assault. It means 
that future wars might be decided in 
weeks or months, instead of years. 

Fighter opposition, even by the fast- 
est jet fighters, becomes no longer a 
major concern of bombing missions with 
the new-type aircraft. Speed of the jet 
bombers makes them hard to catch. More 
important, at 30,000-to-40,000-foot alti- 
tudes where they operate, the larger rud- 
ders and ailerons of bombers will turn a 
plane faster than will the smaller flaps on 
fighters. A jet fighter in the stratosphere 
may “skid” as much as 18 miles in making 
a turn, where a bomber can turn in a 
fraction of that distance and thus avoid 
an enemy fighter with ease. 

Fewer planes, by far, are to be 
needed for strategic missions with the 
use of these jet bombers. Half a dozen of 
those planes with latest-type atom bombs 
could match the 2,000-plane missions of 
World War II in destructive power. 

In peacetime, possibilities of the jet 
planes also indicate big changes ahead in 
air transport. 

Fast passenger flights, with a travel 
time of about 3% hours from coast to 
coast, are in prospect when jet trans- 
ports ultimately are taken over by com- 
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—Boeing Airplane Co. 


THE STRATOJET (XB-47) 
Speed: 10 miles a minute 


mercial air lines. The XB-47, if con. 
verted to a transport, could carry about 
35 passengers. Traveling from Exst to 
West, those passengers could leave New 
York at 6 p.m., Eastern Standard Time, | 
arrive in Los Angeles at 6:30 p.m., Pacific 
Standard Time, half an hour later by the 
clock after time changes. Europe would 
be less than six hours away. 

Speedy mail, cargo shipments also 
are in prospect. Emergency shipmeitts of | 
medicines and supplies could be made in J 
a few hours anywhere in North America, | 
or to Europe. Daily papers and _ perish- 
able items of food may be expressed half- 
way across the country in 1% hours. 

Cost of passenger and cargo shipments 
by jet transport, moreover, need not be 
higher than by present aircraft, accord- 
ing to the manufacturer of the XB-47.} 
High speed of the transport means that} 
it may make several trips to each one by 
a propeller-driven plane. Hence, one jet § 
plane may replace several slower planes | 
and reduce air lines’ overhead enough to § 
make up for the added fuel costs. ; 

Outlook, thus, is for basic changes in 
U. S. peacetime and wartime air power in 
the period ahead as a result of jet planes § 
that are being demonstrated. How wide- | 
spread this revolution will be in the near § 
future depends on the rate of production | 
of the military types and speed of devel- ® 
opment of commercial jet planes from 
the pattern now set. 


—Northrop Aircraft, Inc. 
THE FLYING WING (YB-49) 
Range: More than 2,000 miles 
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| Under a Bushel? 


Is your factory “hiding its light” under a 


“bushel” of economic handicaps? 


Then take it to the forward-moving South- 
land served by the 8,000-mile Southern Railway 
System ... where Nature freely offers her 
choicest gifts to help industry thrive . .. where 
today’s modest community is the booming 


SOUTHERN 


market of tomorrow...where Opportunity is 
the inseparable teammate of Initiative...where 
the future is bright with the promise of even 


greater things to come. 


“Look Ahead—Look South!” 


CrmeeT FS. Peomrrrvis 
= 


President 


RAILWAY SYSTEM 


The Southern Serves the South 











MORE MESSAGES... without more wires 


Federal Carrier Systems “Multiply” Telephone and 


Telegraph Channels — Electronically — Over Existing Lines 


Without raising new poles or stringing new wire, here’s how telephone operating com- 
panies, railroads, pipelines, public utilities and other enterprises are expanding their 
communication systems. Compact, economical “carrier” equipment makes it possible to 
send and receive more than one telephone conversation or telegraph message, or a 
combination of both, over the same pair of wires at the same time. Federal Telephone 
and Radio Corporation—I T & T’s manufacturing associate in the United States—offers 
a complete line of dependable telephone and telegraph carrier systems . . . to solve 


present day expansion problems in communications. 
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WORLD UNDERSTANDING THROUGH WORLD COMMUNICATIONS 


INTERNATIONAL TELEPHONE AND TELEGRAPH CORPORATION 
67 Broad Street, New York 4, N. Y. 
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FROM THE CAPITALS OF THE WORLD 


OSLO...-WASHINGTON....STOCKHOLM....LONDON.... 








> Defense against Soviet Russia is turning out to be very complicated. 

Alliances, lining up the West in a solid bloc, are running into snags. 
Arms from U.S. aren't available for everybody. U.S. itself is short. 
Military strategists, though, want to hurry, nail down bases while fear of 

Russia is strong, get decisions on who is to do what, when, where, how much. 
Diplomats are finding that nations, even small ones, can't be pushed around, 

hurried. There are some doubts to be resolved, some bargains to be struck. 
Neutrality still looks safer than big-power alliance to some, like Sweden. 
U.S. price drop, moreover, revives fear of U.S. recession, fear that U.S. 

may not feel able to arm the Western world, after all, may have to cut back. 
Drop in war fever, at same time, to some makes alliance seem less urgent. 














>> Scandinavia, next door to Russia, is really on the hot spot. 
U.S. is urging Norway to come on in, sign up with West, dismiss Swedish 
idea of Scandinavian defense pact as futile, pay no attention to Soviet threats. 
Russia is stepping up propaganda attacks on Norway, is putting new pressure 
on Finland to remind all Scandinavians that Soviet might is not very far away. 
What U.S. sees, among other things, is importance of Norway's coast line, 
1,700 miles long, carved:up into deep fjords, ideal for submarine bases. 
What Russia fears is U.S. entrenched so close to Soviet border, in a fine 
position to keep Russia's new submarine navy locked up inside the Baltic. 








Norwegians, Danes, Swedes, in this situation, naturally feel nervous. 


>> Norway, of the three countries, is least nervous, closest to joining U.S. 
Neutrality is a sour joke to Norwegians after 1940, after Nazi occupation. 
Small nations, it's agreed, have to stand up and be counted, choose sides. 
Defense alliance makes sense to Norwegians, provided the alliance is really 

strong, really powerful. That means alliance with U.S., not just with Sweden. 
Up to this point, Norway and U.S. see eye to eye. And, to U.S., Norway is 

vital. to Atlantic defense scheme. Denmark and Sweden are less important. 








>> But what bothers Norwegians, leaves them uncertain, is this sort of thing: 
North Atlantic alliance is still in draft form, subject to many changes. 
What U.S. iS to Supply, and when, is still undecided, left for the future. 
What Norway is to do, in return for U.S. help, is far from being clear. 
U.S. participation, in fact, can't be guaranteed. Congress has yet to act. 
Only certainty is that there is to be a fairly long period of negotiating, 

















of waiting, before the pact can take effect, before U.S. arms can reach Europe. 
Uncertainty is what Russia will be doing all this time. Will she invade 
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Finland, cross Norway's border? Odds are she won't. But, if she does, what 

will U.S. do about it? That's one thing Norwegian officials have to think about. 
In addition, by joining North Atlantic alliance, signing up with U.S., Nor- 

way parts company with Sweden, maybe with Denmark. It means a split Scandinavia. 




















>> To the Swedes, neutrality is preferable. It has its attractions, such as: 

No casualty lists, no prisoners of war, no bombings, few sinkings. 

No war damage to clean up, no huge reconstruction to worry about. 

No war debt to hang over a nation's taxpayers for years, for generations. 

No political turmoil, perhaps ending in violent shifts of power. 

True, foreign trade may be disrupted, prices boosted sky high, shortages a ( 
problem, but living standards can be maintained, and big profits are possible in 
trading with belligerents, in playing one side off against the other. And, when 
war ends, neutrals are in the best position to renew trade, recover fast. 

On balance, it's obvious that neutrality pays. Trick is to stay neutral. 
Swedes, having worked the trick for 155 years, think it's still good, though 
they fear Russia far more than they ever feared Germany. Norwegians no longer 
have faith in neutrality in an era of total war. Danes, in the middle, hope- 
fully talk of Scandinavian defense pact, bolstered with U.S. arms, as the answer. 
Question is whether Soviet moves will force all three into Atlantic pact. 














































>> Within the Soviet sphere, in Communist Hungary..... 
Real story of the arrest, trial and conviction of Cardinal Mindszenty has 
yet to be told. Whole truth may never be known. What the outside world did get 
at this trial, however, was a rare glimpse at the workings of Soviet justice. 
Procedure in a "people's court"--according to one of the few outsiders 
present at the trial, the correspondent for a London newspaper--goes like this: 
Evidence is first obtained from accused while in jail. Police do this job. 
Quality of evidence is thus always open to suspicion that it has been ob- 
tained by third-degree methods, methods common in prewar Hungary, Nazi Germany. 
Trial opens, then, only after prosecution is satisfied with its evidence. 
Prosecution presents all this not as evidence, but as statements of guilt. 
Prosecution, trial are taken as proof that the accused is guilty. The 
state, in other words, has already decided the man is guilty. Court trial, 
under this system, seems designed primarily to hear the accused admit guilt. 
Pleas of guilty, accordingly, are all you usually hear in these courts. 
Trial by jury is ruled out, not part of the system. Judges do all the de- 
ciding, as well as the sentencing. In the trial of Cardinal Mindszenty, there 
were five judges on the bench, but only one had had experience as a judge before. 


















































>> In this kind of judicial setup, what goes on in advance of a trial may be 
considerably more important than what happens at the trial itself. 
Cardinal Mindszenty, the London correspondent reports, may or may not have 
been drugged; you couldn't tell by looking at him; but he did look defeated. 
Cardinal's confession, similarly, could neither be proved nor disproved by 
what was heard at the trial. Official story, told in court, was that the Car- 
dinal confessed after being confronted by masses of incriminating documents 
and after being urged by Hungary's bishops to end his defiance of the Government. 
Whether this official story is anywhere near the truth is anybody's guess. 
Cardinal's imprisonment, in any case, adds fuel to the "cold war." 
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YOURSELF IN 


THIS ENVIABLE. SPOT! 


save fuel...add comfort with Shermopane 


You, Mr. Busy Executive, can be in the same 
fortunate position as the man whose office is 
shown above. Not only his office but his entire 
building is glazed with Thermopane*, the double- 
glass windowpane with the insulation sealed in. 
And this is what Thermopane does for him. 

Pays continuing year-by-year dividends by 
reducing heating costs for Thermopane cuts heat 
loss through glass. 

Adds comfort ... keeps interiors of all 


OTT 


made only by LIBBEY°-OWENS:FORD GLASS COMPANY | NV) 
3229 Nicholas Building, Toledo, Ohio y 


; \ Bondermetic Seal* 
(Metal-to-Glass 

f % 

® 


buildings warmer in winter, cooler in summer. 

Blocks out distracting outside noise... sub- 
dues it to a mere hum. 

Make a note now to get these advantages for 
your building. Have your chief engineer or main- 
tenance department contact the nearest L-O-F 
Glass Distributor, or write us direct for complete 
information. Thermopane is available in standard 
size fixed or movable sash for every window in 
your home, too. *® 


Two Panes of Glass 
« 


YY Blanket of Dry Air 
4 
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Cutaway view of Thermopane 























‘Tomorrow youll land aiyc 


I’ you're a regular air traveler you know that airports 
are moving farther and farther away from the cities 
they serve. 


In New York, for example, it’s now a good fifty minutes’ 
bus ride to the new Idlewild Airport. In Detroit you have 
to allow a full hour to Willow Run, and Orly Field is an 
hour or more from central Paris. 


That’s because big airplanes need long runways and good 
approaches. Clear space has been hard to find near large, 
built-up cities, particularly when one attempts to extend 
runways in several directions, to permit safe take-offs 
and landings into the wind. Hence the tendency to move 
airports toward more open country. 


Now that trend can be reversed. Now the need for far-out 
airports is reduced by a new development of Goodyear 
Research —the first practical Cross-Wind Landing Wheel. 


For this unique invention makes it possible for aircraft 
to take off and land on a single-runway airfield, regardless 
of wind direction, with complete safety! 


The adjoining diagram explains how it functions. Proof 
of its success is the approval of the Civil Aeronautics 
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Authority, after a year’s exhaustive tests, for the use @ 
this gear on the DC-3. 


Soon the Cross-Wind Landing Wheel will be available 
for still larger aircraft, making possible tremendoi 
savings to airlines, airport operators and the flying public By mal 
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HOW THE CROSS-WIND LANDING WHEEL OPERATES 


1. COMING IN — airplane’s true course is in line with the runwaj 
but its nose is at an angle to the runway because of the drifting 
effect of the cross wind. 
2. LANDING — on touching ground Cross-Wind Landing Wheel 
caster automatically under ship’s forward momentum to liné 
up with runway. 
3. LANDING ROLL — castered wheels maintain straight-line rol] ¢ 


down runway with ship still pointing safely into relative winé 
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your citys Front Door ! 


} ¢ . + . . . . ° 
use dig lt brings near the day when giant airliners will land on Or immediate advantage to all flyers is the fact that the 
Msingle airstrips located along the water front or close to Goodyear Cross-Wind Landing Wheel does away with 
i . the heart of many cities. Tomorrow you'll fly from your landing hazards from sudden gusts and ground loops. 
alladiegy 4.9 4 ; 
city’s front door. also s ies issi ink in safer instrument I: 
sndowl It also supplies the missing link in safer instrument land- 


ings in bad weather by compensating for wind, without 
pilot guidance, in that vital second when the ship first 
touches ground. 


publi By making “downtown” airports feasible, the Cross- 
Wind Landing Wheel will save passengers millions of 
hours now lost in going to and from today’s isolated air- 


* > © se o s. is > tar ) Tes 
ports, and so encourage greater air travel. In the fulfilment of all these benefits, this new Goodyear 


development may well prove to be one of the outstanding 


And it will reduce the expenditure for future airports contributions to the progress of aviation. 
w) by hundreds of millions of dollars, by eliminating need For complete information regarding Cross-Wind Landing 


for multiple runways and costly duplication of instrument Wheels, write: Goodyear, Aviation Products Division, 
landing systems, lighting and other controls. Akron 16, Ohio. 


GOODFYEAR 


CROSS-WWWAD LANDING WHEEL 
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4 “In proportion as the structure of a govern- 
Lif ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.”’ 

GEORGE WASHINGTON 
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HOW TO MEET SOVIET CHALLENGE: 
STEADFAST PRESSURE BY PROSPEROUS U.S. 


THE POLICY OF GEORGE F. KENNAN 


Director, Policy Planning Staff, Department of State 





EDITOR’S NOTE: The official U.S. attitude on 
relations with Russia is shaped largely by George 
F. Kennan, of the State Department. Mr. Kennan, 
under the pseudonym of “‘X,” outlined basic U.S. 
policy in an article in the quarterly magazine 
Foreign Affairs for July, 1947. 

The Kennan policy, outlined 18 months ago, 


remains in effect. So that readers of U.S. News & 
World Report can have the background of policy 
moves, text of the. article on ‘The’ Sources of 
Soviet Conduct,” so far as it relates to policy, is 
reprinted here with permission of Foreign Affairs, 
published by Council on Foreign Relations, Inc., 
58 East 68th Street, New York 21, N.Y. 











Of the original Soviet ideology, nothing has been 
officially junked. Belief is maintained in the basic 
badness of capitalism, in the inevitability of its de- 
struction, in the obligation of the proletariat to assist 
in that destruction and to take power into its own 
hands. But stress has come to be laid primarily on 
those concepts which relate most specifically to the 
Soviet regime itself: to its position as the sole truly 
socialist regime in a dark and misguided world, and to 
the relationships of power within it. 

The first of these concepts is that of the innate 
antagonism between capitalism and socialism. We 
have seen how deeply that concept has become im- 
bedded in foundations of Soviet power. It has pro- 
found implications for Russia’s conduct as a member 
of international society. It means that there can never 
be on Moscow’s side any sincere assumption of a com- 
munity of aims between the Soviet Union and powers 
which are regarded as capitalist. 

It must invariably be assumed in Moscow that the 
aims of the capitalist world are antagonistic to the 
Soviet regime, and therefore to the interests of the 
peoples it controls. If the Soviet Government occa- 
sionally sets its signature to documents which would 
indicate the contrary, this is to be regarded as a 
tactical maneuver permissible in dealing. with the 
enemy (who is without honor) and should be taken 
in the spirit of caveat emptor. 

Basically, the antagonism remains. It is postulated. 
And from it flow many of the phenomena which we 
find disturbing in the Kremlin’s conduct of foreign 
policy: the secretiveness, and the basic unfriendliness 


of purpose. These phenomena are there to stay, for 
the foreseeable future. There can be variations of 
degree and of emphasis. 

When there is something the Russians want from 
us, one or the other of these features of their policy 
may be thrust temporarily into the background; and 
when that happens there will always be Americans 
who will leap forward with gleeful announcements 
that “the Russians have changed,” and some who will 
even try to take credit for having brought about such 
“changes.” But we should not be misled by tactical 
maneuvers. These characteristics of Soviet policy, like 
the postulate from which they flow, are basic to the 
internal nature of Soviet power, and will be with us, 
whether in the foreground or the background, until 
the internal nature of Soviet power is changed. 

This means that we are going to continue for a long 
time to find the Russians difficult to deal with. It does 
not mean that they should be considered as embarked 
upon a do-or-die program to overthrow our society 
by a given date. The theory of the inevitability of 
the eventual fall of capitalism has the fortunate con- 
notation that there is no hurry about it. The forces 
of progress can take their time in preparing the final 
coup de grace. 

Meanwhile, what is vital is that the “socialist father- 
land”—that oasis of power which has been already 
won for socialism in the person of the Soviet Union— 
should be cherished and defended by all good Com- 
munists at home and abroad, its fortunes promoted, 
its enemies badgered and confounded. 

This brings us to the second of the concepts im- 
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“| wholly disapprove of what you say but will 
defend to the death your right to say it.’ 







VOLTAIRE 





Communist system an implacable foe—But its weaknesses will defeat 


it if this country is firm, resourceful and patient—Need to 


show the world a nation that is worthy to survive 


portant to contemporary Soviet outlook. That is the 

infallibility of the Kremlin. The Soviet concept of 

power, which permits no focal points of organization 
outside the Party itself, requires that the Party lead- 
ership remain in theory the sole repository of truth. 

For if truth were to be found elsewhere, there would 

be justification for its expression in organized activity. 

But it is precisely that which the Kremlin cannot and 
will not permit. 

The leadership of the Communist Party is there- 
fore always right ever since in 1929 Stalin formalized 
his personal power by announcing that decisions of 
the Politburo were being taken unanimously. 

On the principle of infallibility there rests the iron 
discipline of the Communist Party. In fact, the two 
concepts are mutually self-supporting. Perfect dis- 
cipline requires recognition of infallibility. Infallibility 
requires the observance of discipline. And the two to- 
gether go far to determine the behaviorism of the 
entire Soviet apparatus of power. 

But their effect cannot be understood unless a third 
factor be taken into account: Namely, the fact that 
the leadership is a liberty to put forward for tactical 
purposes any particular thesis which it finds useful 
to the cause at any particular moment and to require 
the faithful and unquestioning acceptance of that 
thesis by the members of the movement as a whole. 

This means that truth is not a constant but is ac- 
tually created, for all intents and purposes, by the 
Soviet leaders themselves. It may vary from week to 
week, from month to month. It is nothing absolute 
and immutable—nothing which flows from objective 
teality. It is only the most recent manifestation of the 
wisdom of those in whom the ultimate wisdom is sup- 
posed to reside, because they represent the logic of 
history. 

The accumulative effect of these factors is to give 
to the whole subordinate apparatus of Soviet power 
an unshakable stubbornness and steadfastness in its 
orientation. This orientation can be changed at will 
by the Kremlin but by no other power. Once a given 

party line has been laid down on a given issue of cur- 
rent policy, the whole Soviet governmental machine, 
including the mechanism of diplomacy, moves in- 


exorably along the prescribed path, like a persistent 
toy automobile wound up and headed in a given 
direction, stopping only when it meets with some 
unanswerable force. 

The individuals who are the components of this ma- 
chine are unamenable to argument or reason which 
comes to them from outside sources. Their whole 
training has taught them to mistrust and discount the 
glib persuasiveness of the outside world. Like the 
white dog before the phonograph, they hear only the 
“master’s voice.” And if they are to be called off from 
the purposes last dictated to them, it is the master 
who must call them off. Thus the foreign representa- 
tive cannot hope that his words will make any impres- 
sion on them. The most that he can hope is that they 
will be transmitted to those at the top, who are capable 
of changing the party line. But even those are not 
likely to be swayed by any normal logic in the words 
of the bourgeois representative. 


No Purposes in Common 


Since there can be no appeal to common purposes, 
there can be no appeal to common mental approaches. 
For this reason, facts speak louder than words to the 
ears of the Kremlin; and words carry the greatest 
weight when they have the ring of reflecting, or being 
backed up by, facts of unchallengeable validity. 

But we have seen that the Kremlin is under no 
ideological compulsion to accomplish its purposes in 
a hurry. Like the Church, it is dealing in ideological 
concepts which are of long-term validity, and it can 
afford to be patient. It has no right to risk the existing 
achievements of the revolution for the sake of vain 
baubles of the future. The very teachings of Lenin 
himself require great caution and flexibility in the 
pursuit of Communist purposes. 

Again, these precepts are fortified by the lessons 
of Russian history: of centuries of obscure battles be- 
tween nomadic forces over the stretches of vast un- 
fortified plain. Here caution, circumspection, flexi- 
bility and deception are the valuable qualities; and 
their value finds natural appreciation in the Russian 


(Continued on page 38) 
































or the Oriental mind. Thus the Kremlin has no com- 
punction about retreating in the face of superior force. 
And being under the compulsion of no timetable, it 
does not get panicky under the necessity for such 
retreat. 

These considerations make Soviet diplomacy at 
once easier and more difficult to deal with than the 
diplomacy of individual aggressive leaders like Na- 
poleon and Hitler. On the one hand it is more sensi- 
tive to contrary force, more ready to yield on indi- 
vidual sectors of the diplomatic front when that force 
is felt to be too strong, and thus more rational in the 
logic and rhetoric of power. On the other hand it can- 
not be easily defeated or discouraged by a single vic- 
tory on the part of its opponents. 

And the patient persistence by which it is animated 
means that it can be effectively countered not by 
sporadic acts which represent the momentary whims 
of democratic opinion but only by intelligent long- 
range policies on the part of Russia’s adversaries— 
policies no less steady in their purpose, and no less 
variegated and resourceful in their application, than 
those of the Soviet Union itself. 

In these circumstances it is clear that the main 
element of any United States policy toward the 
Soviet Union must be that of a long-term, patient but 
firm and vigilant containment of Russian expansive 
tendencies. It is important to note, however, that such 
a policy has nothing to do with outward histrionics: 
with threats or blustering or superfluous gestures of 
outward “toughness.” 

While the Kremlin is basically flexible in its reaction 
to political realities, it is by no means unamenable to 
considerations of prestige. Like almost any other gov- 
ernment, it can be placed by tactless and threatening 
gestures in a position where it cannot afford to yield 
even though this might be dictated by its sense of 
realism. The Russian leaders are keen judges of human 
psychology, and as such they are highly conscious that 
loss of temper and of self-control is never a source of 
strength in political affairs. They are quick to exploit 
such evidences of weakness. 


Tactic of Face Saving 


For these reasons, it is a sine qua non of successful 
dealing with Russia that the foreign government in 
question should remain at all times cool and collected 
and that its demands on Russian policy should be 
put forward in such a manner as to leave the way 
open for a compliance not too detrimental to Russian 
prestige. 

In the light of the above, it will be clearly seen that 
the Soviet pressure against the free institutions of the 
Western world is something that can be contained by 
the adroit and vigilant application of counterforce at 
a series of constantly shifting geographical and polit- 
ical points, corresponding to the shifts and maneuvers 
of Soviet policy, but which cannot be charmed or 
talked out of existence. 

The Russians look forward to a duel of infinite dura- 


tion, and they see that already they have scored great 
successes. It must be borne in mind that there was a 
time when the Communist Party represented far more 
of a minority in the sphere of Russian national life 
than Soviet power today represents in the world com- 
munity. 

But if ideology convinces the rulers of Russia that 
truth is on their side and that they can therefore afford 
to wait, those of us on whom that ideology has no 
claim are free to examine objectively the validity 
of that premise. The Soviet thesis not only implies 
complete lack of control by the West over its own 
economic destiny, it likewise assumes Russian unity, 
discipline and patience over an infinite period. 

Let us bring this apocalyptic vision down to earth, 
and suppose that the Western world finds the strength 
and resourcefulness to contain Soviet power over a 


period of 10 to 15 years. What does that spell for , 


Russia itself? 

The Soviet leaders, taking advantage of the contri- 
butions of modern technique to the arts of despotism, 
have solved the question of obedience within the con- 
fines of their power. Few challenge their authority; and 
even those who do are unable to make that challenge 
valid as against the organs of suppression of the state. 


Industry's Cost in Lives 


The Kremlin has also proved able to accomplish 
its purpose of building up in Russia, regardless of the 
interests of the inhabitants, an industrial foundation 


of heavy metallurgy, which is, to be sure, not yet | 


complete but which is nevertheless continuing to grow 
and is approaching those of the other major indus- 
trial countries. 

All of this, however, both the maintenance of inter- 
nal political security and the building of heavy in- 
dustry, has been carried out at a terrible cost in human 
life and human hopes and energies. It has necessitated 
the use of forced labor on a scale unprecedented in 
modern times under conditions of peace. It has in- 
volved the neglect or abuse of other phases of Soviet 
economic life, particularly agriculture, consumers’ 
goods production, housing and transportation. 

To all that, the war has added its tremendous toll 
of destruction, death and human exhaustion. In con- 
sequence of this, we have in Russia today a popula- 


tion which is physically and spiritually tired. The : 


mass of the people are disillusioned, skeptical and no 


longer as accessible as they once were to the magical J 
attraction which Soviet power still radiates to its fol- | 


lowers abroad. The avidity with which people ‘seized 
upon the slight respite accorded to the Church for 
tactical reasons during the war was eloquent testimony 
to the fact that their capacity for faith and devotion 
found little expression in the purposes of the regime. 
In these circumstances, there are limits to the phys- 
ical and nervous strength of people themselves. These 
limits are absolute ones, and are binding even for the 


cruelest dictatorship, because beyond them people can- } 


not be driven. The forced labor camps and the other 
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agencies of constraint provide temporary means of 
compelling people to work longer hours than their 
own volition or mere economic pressure would dic- 
tate; but if people survive them at all they become 
old before their time and must be considered as human 
casualties to the demands of dictatorship. In either 
case their best powers are no longer available to 
society and can no longer be enlisted in the service 
of the state. 

In addition to this, we have the fact that Soviet 
economic development, while it can list certain for- 
midable achievements, has been precariously spotty 
and uneven. Russian Communists who speak of the 
“uneven development of capitalism” should blush at 
the contemplation of their own national economy. 
Here certain branches of economic life, such as the 
metallurgical and machine industries, have been 
pushed out of all proportion to other sectors of 
economy. 

Here is a nation striving to become in a short period 
one of the great industrial nations of the world while 
it still has no highway network worthy of the name 
and only a relatively primitive network of railways. 
Much has been done to increase efficiency of labor 
and to teach primitive peasants something about the 
operation of machines. But maintenance is still a 
crying deficiency of all Soviet economy. 

Construction is hasty and poor in quality. Depre- 
ciation must be enormous. And in vast sectors of eco- 
nomic life it has not yet been possible to instill into 
labor anything like that general culture of production 
and technical self-respect which characterizes the 
skilled worker in the West. 


Russia: Economically Vulnerable 


It is difficult to see how these deficiencies can be 
corrected at an early date by a tired and dispirited 
population working largely under the shadow of fear 
and compulsion. And as long as they are not over- 
come, Russia will remain economically a vulnerable, 
and in a certain sense an impotent, nation, capable of 
exporting its enthusiasms and of radiating the strange 
charm of its primitive political vitality but unable to 
back up those articles of export by the real evidences 
of material power and prosperity. . 

Meanwhile, a great uncertainty hangs over the po- 
litical life of the Soviet Union. That is the uncertainty 
involved in the transfer of power from one individual 
or group of individuals to others. 

This is, of course, outstandingly the problem of the 
personal position of Stalin. We must remember that 
his succession to Lenin’s pinnacle of pre-eminence in 
the Communist movement was the only such transfer 
of individual authority which the Soviet Union has 
experienced. That transfer took 12 years to consoli- 
date. It cost the lives of millions of people and shook 
the state to its foundations. The attendant tremors 
were felt all through the international revolutionary 
movement, to the disadvantage of the Kremlin itself. 
It is always possible that another transfer of pre- 





eminent power may take place quietly and incon- 
spicuously, with no repercussions anywhere. But 
again, it is possible that the questions involved may 
unleash, to use some of Lenin’s words, one of those 
“incredibly swift transitions” from “delicate deceit’ 
to “wild violence” which characterize Russian history, 
and may shake Soviet power to its foundations. 


Danger in Rigid Leadership 


But this is not only a question of Stalin himself. 
There has been, since 1938, a dangerous congealment 
of political life in the higher circles of Soviet power. 
The All-Union Congress of Soviets, in theory the su- 
preme body of the Party, is supposed to meet not less 
often than once in three years. It will soon be eight 
full years since its last meeting. 

During this period membership in the Party has 
numerically doubled. Party mortality during the war 
was enormous; and today well over half of the Party 
members are persons who have entered since the last 
Party congress was held. Meanwhile, the same small 
group of men has carried on at the top through an 
amazing series of national vicissitudes. 

Surely there is some reason why the experiences of 
the war brought basic political changes to every one 
of the great governments of the West. Surely the 
causes of that phenomenon are basic enough to be 
present somewhere in the obscurity of Soviet political 
life, as well. And yet no recognition has been given 
to these causes in Russia. 

It must be surmised from this that even within so 
highly disciplined an organization as the Communist 
Party there must be a growing divergence in age, 
outlook and interest between the great mass of Party 
members, only so recently recruited into the move- 
ment, and the little self-perpetuating clique of men 
at the top, whom most of these Party members have 
never met, with whom they have never conversed, 
and with whom they can have no political intimacy. 

Who can say whether, in these circumstances, the 
eventual rejuvenation of the higher spheres of author- 
ity (which can only be a matter of time) can take 
place smoothly and peacefully, or whether rivals in 
the quest for higher power will not eventually reach 
down into these politically immature and inexperi- 
enced masses in order to find support for their re- 
spective claims? 

If this were ever to happen, strange consequences 
could flow for the Communist Party: for the mem- 
bership at large has been exercised only in the prac- 
tices of iron discipline and obedience and not in the 
arts of compromise and accommodation. And if dis- 
unity were ever to seize and paralyze the,Party, the 
chaos and weakness of Russian society would be re- 
vealed in forms beyond description. For we have seen 
that Soviet power is only a crust concealing an amor- 
phous mass of human beings among whom no inde- 
pendent organizational structure is tolerated. 

In Russia there is not even such a thing as local 


(Continued on page 40) 
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government. The present generation of Russians 
have never known spontaneity of collective action. 
If, consequently, anything were ever to occur to dis- 
rupt the unity and efficacy of the Party as a po- 
litical instrument, Soviet Russia might be changed 
overnight from one of the strongest to one of the 
weakest and most pitiable of national societies. 

It is curious to note that the ideological power 
of Soviet authority is strongest today in areas be- 
yond the frontiers of Russia, beyond the reach of 
its police power. 

And who can say with assurance that the strong 
light still cast by the Kremlin on the dissatisfied 
peoples of the Western world is not the powerful 
afterglow of a constellation which is in actuality 
on the wane? This cannot be proved. And it cannot 
be disproved. But the possibility remains (and in 
the opinion of this writer it is a strong one) that 
Soviet power, like the capitalist world of its con- 
ception, bears within it the seeds of its own decay, 
and that the sprouting of these seeds is well ad- 
vanced. 


A Permanent Rival 


It is clear that the United States cannot expect 
in the foreseeable future to enjoy political intimacy 
with the Soviet regime. It must continue to regard 
the Soviet Union as a rival, not a partner, in the 
political arena. It must continue to expect that 


Soviet policies will reflect no abstract love of peace 
and stability, no real faith in the possibility of a 
permanent happy coexistence of the socialist and 
capitalist worlds, but-rather a cautious, persistent 
pressure toward the disruption and weakening of 
all rival influence and rival power. 

Balanced against this are the facts that Russia, as 
opposed to the Western world in general, is still by 
far the weaker party, that Soviet policy is highly 
flexible, and that Soviet society may well contain 
deficiencies which will eventually weaken its own 
total potential. This would of itself warrant the 
United States entering with reasonable confidence 
upon a policy of firm containment, designed to con- 
front the Russians with unalterable counterforce at 
‘every point where they show signs of encroaching 
upon the interests of a peaceful and stable world. 

But in actuality the possibilities for American 
policy are by no means limited to holding the line 
and hoping for the best. It is entirely possible for 
the U.S. to influence by its actions the internal 
developments, both within Russia and throughout 
the international Communist movement, by which 
Russian policy is largely determined. 

This is not only a question of the modest measure 
of informational activity which this Government 
can conduct in the Soviet Union and elsewhere, al- 
though that, too, is important. It is rather a ques- 
tion of the degree to which the United States can 
create among the peoples of the world generally the 
impression of a country which knows what it wants, 


which is coping successfully with the problems of 
its internal life and with the responsibilities of a 
world power, and which has a spiritual vitality 
capable of holding its own among the major ideo- 
logical currents of the time. 

To the extent that such an impression can be 
created and maintained, the aims of Russian com- 
munism must appear sterile and quixotic, the hopes 
and enthusiasm of Moscow’s supporters must wane. 
and added strain must be imposed on the Kremlin’s 
foreign policies. For the palsied decrepitude of the 
capitalist world is the keystone of Communist 
philosophy. 

Even the failure of the United States to ex- 
perience the early economic depression which the 
ravens of the Red Square have been predicting 
with such complacent confidence since hostilities 
ceased would have deep and important repercus- 
sions throughout the Communist world. 

By the same token, exhibitions of indecision, dis- 
unity and internal disintegration within this coun- 
try have an exhilarating effect on the whole Com- 
munist movement. At each evidence of these ten- 
dencies, a thrill of hope and excitement goes through 
the Communist world; a new jauntiness can be 
noted in the Moscow tread; new groups of foreign 
supporters climb on to what they can only view 
as the band wagon of international politics; and 
Russian pressure increases all along the line in in- 
ternational affairs. 

It would be an exaggeration to say that Ameri- 
can behavior unassisted and alone could exercise 
a power of life and death over the Communist 
movement and bring about the early fall of Soviet 
power in Russia. But the United States has it in 
its power to increase enormously the strains under 
which Soviet policy must operate, to force upon the 
Kremlin a far greater degree of moderation and cir- 
cumspection than it has had to observe in recent 
years, and in this way to promote tendencies which 
must eventually find their outlet in either the break- 
up or the gradual mellowing of Soviet power. 

Thus the decision will really fall in large meas- 
ure in this country itself. The issue of Soviet-Ameri- 
can relations is in essence a test of the over-all 
worth of the United States as a nation among na- 
tions. To avoid destruction the United States need 
only measure up to its own best traditions and 
prove itself worthy of preservation as a great nation. 

Surely, there was never a fairer test of national 
quality than this. In the light of these circum- 
stances, the thoughtful observer of Russian-Ameri- 
can relations will find no cause for complaint in the 
Kremlin’s challenge to American society. He will 
rather experience a certain gratitude to a Provi- 
dence which, by providing the American people 
with this implacable challenge, has made their en- 
tire security as a nation dependent on their pulling 
themselves together and accepting the responsibili- 
ties of moral and political leadership that history 
plainly intended them to bear. 
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Messrs. Bohlen and Kennan, Advisers to 5 Secretaries of State, 
Serve as Force for Continuity in American Relations With Russia 


Two rather youthful career diplomats 
have become the main props of this coun- 
try’s policy toward Russia and the world 
in general. Secretaries of State come and 
go, but these two men stay on as an un- 
derlying force for continuity of attitude 
and an undeviating approach to the Rus- 
sian problem. The men are: 

George F. Kennan, 45, who is largely 
responsible for the policy of stopping 
Russian expansion and holding the line, 
in the expectation that one day the Soviet 
Government will crack. (For text of the 
article signed “X,” in which Mr. Kennan 
explained the basis for this policy, see 
page 36.) Mr. Kennan, thoughtful, in- 
tellectual, one who enjoys searching dis- 
cussions with small, friendly groups, is 
Director of the Department’s Policy Plan- 
ning Staff. 

> Charles E. Bohlen, 44, who originally 
thought Russia would be glad to help the 
U.S. set up a peaceful postwar world but 
has come to a different viewpoint. Mr. 
Bohlen has heard and translated every 
word that has passed between U. S. and 
Russian leaders since the days of the 
war. Two Presidents and five Secretaries 
of State have looked to him for help. He 
now is Counselor of the Department. 


-Black Star 


GEORGE F. KENNAN 


The policy devised by Mr. Kennan 
and Mr. Bohlen is very much in force 
under the new Secretary of State, Dean 
Acheson. That policy, despite the bipar- 
tisan approach to world affairs, now is 
being called into question in some quar- 
ters. Its past effectiveness and its future 
prospects are being weighed. The ques- 
tioning often turns to Mr. Kennan and 
Mr. Bohlen and the resources and experi- 
ence they bring to their policy-making 
jobs. 

Study of Russia has preoccupied the 
two throughout the years. Each _ per- 
ceived, long before the U.S. recognized 
the Soviet Union, that Russia some day 
would be of top importance. Both asked 
to become specialists in Russian matters. 
They studied the language. They spent 
long tours of duty in Moscow. 

By a quirk of coincidence, Pearl Har- 
bor Day caught each in an enemy capital. 
Mr. Kennan was interned in Berlin, Mr. 
Bohlen in Tokyo, each for months. Re- 
turning. to Washington, they were given 
varying wartime assignments. But rela- 
tions with Russia were becoming para- 
mount. Men with experience in Russia, 
with a knowledge of its language, its peo- 
ples and its leaders came into demand. 


—Harris & Ewing 


STATE SECRETARY ACHESON 


For Mr. Kennan and Mr. Bohlen, years 
of studious preparation began to pay off 
in prestige, in power and in the satisfac- 
tion of dealing with events of world mo- 
ment. There, the similarities largely end. 
Both traveled differing routes to arrive at 
the same basic policy toward Russia. 

Mr. Kennan was born to comfort, 
though not wealth, in Wisconsin, at- 
tended St. John’s Military Academy there 
and went on to Princeton. After gradua- 
tion in 1925, he entered the foreign serv- 
ice at once, and at the bottom. There fol- 
lowed years of unspectacular jobs in 
Switzerland, Germany and ,the Baltic 
states—Lithuania, Estonia, Latvia. 

Foreseeing the eventual recognition of 
Russia, the State Department, mean- 
while, chose a few promising and inter- 
ested youngsters for special Russian train- 
ing. One was Mr. Kennan. He was given 
an intensive course in Russian language, 
literature, history and related subjects. 

After recognition, Mr. Kennan went 
along to Moscow with Ambassador Wil- 
liam C. Bullitt and continued his study of 
Russia. There were long evenings with 
Soviet officials and talks with lesser peo- 
ple. He read deeply and widely, not only 
the classic Russian authors, but Marx, 


—Wide World 


CHARLES E. BOHLEN 


... differing viewpoints converged to form a nation’s policy 
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WHY BUY 
STOCKS? 


That’s a fair question that deserves 
a straight answer. 

All right. Here it is: To make a 
better return on your surplus sav- 
ings—the money you have left after 
you’ve paid your bills and put 
enough aside to protect your future. 

But would your money be safe, 
would the return be sure? 

We’re not in the business of sell- 
ing “sure things”. No broker is, 
because he knows risk is an inevi- 
table part of any investment—no 
matter where you put your money. 

But we do believe that listed stocks 
represent both a better and a surer 
investment than most people realize. 

Look at the record. 

In 1948—the year just ended— 
roughly 90% of the common stocks 
listed on the New York Stock Ex- 
change paid dividends, and those 
dividends averaged about 6% of the 
price at the end of the year. Some 
paid more. Some paid less. 

Is that typical—or was 1948 an 
unusually good year? 

Judge for yourself. Here are the 
facts: 


Average 
Pet. of N.Y.S.E. Dividend 
Common Stocks as Pet. of 


Year Paying Dividends Year-End Cost 





1941 75.2% 9.3% 
1942 77.7% 7.8% 
1943 81.3% 6.1% 
1944 83.0% 5.0% 
1945 84.7% 3.6% 
1946 85.5% 4.8% 
1947 88.2% 6.3% 


But what about the risk you run 
of. losing some of the capital you 
put into listed stocks? 

Well . . . let’s look at the figures 
again. The Dow-Jones composite 
average is one of the best known 
barometers of the stock market. 
That index, reflecting the average 
price of 65 industrial, utility, and 
railroad stocks, ranged between a 
high of $71.85 and a low of $59.89 
over the whole of last year. Not 
as much fluctuation—as much chance 
for loss or gain—as you may have 
imagined, is there? 

Of course, you’re not buying aver- 
age stocks with average dividends 
at average prices. We’ve used aver- 
ages here to answer the general 
question, ““Why Buy Stocks?” 

When you come to the next ques- 
tion—“What_ stocks?”—we won’t 
talk in averages. We'll talk facts 
and. figures, try to give you the in- 
formation you need to reach an in- 
telligent investment decision — for 
ee Just ask for what you want to 
now. No charge or obligation. 
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Merri. LYNCH, 


PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
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Lenin and other expounders of Com- 
munism. 

After nearly four years in Moscow, he 
was recalled to Washington and then 
sent to Prague and to Berlin, where 
America’s entry into the war caught him. 
During much of the war he was stationed 
in Portugal, and from that point he 
helped work out Italian surrender terms. 
In 1944 he went back to Moscow and 
watched the early development of Rus- 
sian postwar attitudes from there. 

Some early suspicions in Mr. Ken- 
nan’s mind were borne out by actual 
events. A penetrating and analytical read- 
ing of Communist doctrine had con- 
vinced him that Russian leaders would 
find it impossible for Communism and 
capitalism to get along in the world, that 
the Russians would push ahead toward 
a goal of world Communism and the de- 
feat of capitalism. He considered the pol- 
icy of making concessions to Russia an 
error and believed that firmness was 
necessary. He was an early exponent of 
the “get tough” policy. 

In 1946, when Russian occupation 
troops failed to leave Iran on schedule, 
Mr. Kennan—in the absence of the Am- 
bassador—was in charge at Moscow. He 
was asked for his view of the crisis. He 
gave it in a memorandum that caused 
much headshaking in the State Depart- 
ment. A little later, Mr. Kennan was re- 
called and assigned to lecturing on for- 
eign affairs at the National War College. 

Meanwhile, the approach to Russia 
stiffened. General of the Army George C. 
Marshall replaced James F. Byrnes as 
Secretary of State. The General, in the 
process of his indoctrination, came across 
the Kennan memorandum and sent for 
its author. A little later, Mr. Kennan was 
made director of Policy Planning Staff. 
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BOHLEN THE TRANSLATOR BETWEEN HARRY HOPKINS AND RUSSIANS 





Mr. Bohlen, who is Mr. Kennan’s 
partner in policy making, was born to 
wealth in Massachusetts. He attended 
fashionable St. Paul’s School and Har- 
vard, and after two years of special study 
entered the foreign service in 1929, 
While serving in Prague and Paris, he 
asked for and received the same Russian 
training that was given Mr. Kennan. Mr, 
Bohlen was intent, first of all, on master- 
ing the language. 

He, too, went to Moscow soon after 
recognition, and remained except for a 
short interim until 1940. By that time the 
Russo-Japanese pact had assumed reat 
importance. Ambassador Joseph C. Grew 
in Tokyo needed an assistant with Rus- 
sian experience, and Mr. Bohlen was or- 
dered to Tokyo, where Pearl Harbor 
found him. 

Back in Washington by mid-1942, he 
took charge of Eastern European mat- 
ters. Because Mr. Bohlen spoke Russian 
like a Muscovite, Secretary Cordell Hull 
took him to Russia as interpreter in 1943, 
and left him there as First Secretary of 
the Embassy. Mr. Bohlen was back in 
Washington by mid-1944, helping ai the 
Dumbarton Oaks Conference. 

Later that year, Mr. Bohlen was ap- 
pointed liaison man between the State 
Department and the President, with of- 
fices in the White House. Mr. Roosevelt 
liked him and found him useful. Mr. 
Bohlen went along to Teheran and Yalta 
as official translator, and to Moscow to 
help Harry Hopkins work out a Russian 
translation of the U. N. Charter. He also 
acted as translator at meetings of the 
council of Foreign Ministers and all high- 
level sessions with the Russians. 

When President Truman moved into 
the White House, he found Mr. Bohlen 
still there. The new President, groping 
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First the language, then the country, then the people themselves were studied 
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his way to an understanding of the 

gowingly acute Russian problem, found 

Mr. Bohlen a ready fund of information. 

At the conferences, Mr. Bohlen’s job 

began as that of a precise and mechanical 
translator. But Presidents and Secretaries 
of State soon found him more useful than 
that. At informal talks between confer- 
ence sessions, they drew heavily on his 
information, and looked to him for im- 
promptu suggestions as to what might be 
said next when formal discussions took an 
unexpected turn. Secretary Marshall 
named him Counselor in 1947. 

Watching the Russians, face to face 
with them across the conference table, 
Mr. Bohlen, meanwhile, had been com- 
pelled to revise some of his earlier opin- 
ions. Despite an innate streak of con- 
servatism, he had always felt there was 
something worth while in the Russian ex- 
periment. But he had seen it turned into 
a grab for world power. His confidence 
was shaken by Russia’s readiness to dis- 
regard agreements he helped to shape. 

The language of these agreements had 
been carefully worked out. Mr. Bohlen 
often spent hours exploring with the Rus- 
sians the exact meanings of the words 
used in both languages. But, even so, the 
Soviet leaders still had no hesitancy at 
quibbling over and misinterpreting, Mr. 
Bohlen thought, the language so pains- 
takingly chosen. He was through, and 
ready for the get-tough policy. 

Full agreement, consequently exists 
between Mr. Kennan and Mr. Bohlen on 
the policy of stopping Russia. The two 
are in frequent consultation. Both are 
given to informality and chatty, friendly 
discussion. They lounge about in a way 
not usually associated with the stiffly 
correct diplomat. 

In comparison, Mr. Kennan is con- 
sidered more scholarly, more thoughtful. 
Where Mr. Bohlen sometimes is impul- 
sive, Mr. Kennan always is analytical. As 
a team, Mr. Bohlen supplies information 
and ideas, which Mr. Kennan and others 
whip into policy, as they think best. 

Challenge. Just now, they are said to 
feel encouraged by the success of the 
Marshall Plan in Europe, to consider the 
recent so-called Russian peace offensive 
a confession of weakness. Apparently 
they oppose any more talks with the Rus- 
sians—which they believe end only in 
broken agreements—until the U.S. has 
strengthened the democracies of Western 
Europe and can talk with a measure of 
force behind its words. 

At the same time, some critics are com- 
plaining that, since the policy of contain- 
ment was promulgated, Russia has ex- 
tended its sphere to some extent in’ Eu- 
rope, and the Communist Army has over- 
run China. Nevertheless, the containment 
policy still stands and Mr. Kennan and 
Mr. Bohlen remain its chief supports. 
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Take any Hyatt Hy-Load 
Roller Bearing of a given 
type and size from stock 
and you will find it a pre- 
cise duplicate of a like 
Hyatt Bearing you may be 
now using, micro-precision 
perfect. 

Made so accurate that in 
the separable types, com- 
ponent parts are inter- 
changeable. This means in 
matching and selecting on 
assembly lines, no time or 
labor is wasted. 

For care-free perform- 
ance—for the utmost from 
your bearing equipment 
investment from hand 
trucks to diesel locomo- 
tives, use Hyatts. Feel free 
to consult us. Hyatt Bear- 
ings Division, General 
Motors Corporation, Harri- 
son, New Jersey. 



































































Labor 








Unions are not to get the labor 
law they want. Neither are em- 
ployers. Congress is getting set 
to write a compromise. 

Republicans, who fathered 
Taft-Hartley Act, show signs of 
yielding on some points. Demo- 
crats who want the law repealed 
are willing to retain some of its 
provisions. Outcome will not be 
a clear-cut victory for either side. 


Employers and unions now can get 
an idea of what the new labor law is 
likely to contain. Legislation taking 
shape in Congress probably will keep 
a number of provisions of the Taft- 
Hartley Act. It will go further toward 
controlling unions than President Tru- 
man wants it to go, but it will not be all 
that employers desire. 

Pulling and hauling now going on in 
the Senate, where hearings on a labor 
bill are being held, shows that unions 
will be more closely supervised than they 
would. be under the mildly amended 
Wagner Act they are asking. Administra- 
tion spokesmen are conceding that a 
return to the Wagner Act is not enough. 
Testimony also indicates that Republi- 


Week 


Reg. U.S. Pat. . 


PULL AND HAUL ON LABOR LAW 


Some Taft-Hartley Controls Will Be Retained 


can leaders who sponsored the Taft- 
Hartley law two years ago are willing 
to accept some modifications. 

On the basis of testimony developed 
so far, a bill shaped like this is suggested: 

Strike controls probably will be 
weaker than those of the Taft-Hartley 
Act. Striking unions will encounter less 
Government interference. 

Injunctions still may be authorized to 
delay big strikes affecting the national 
welfare, but delays probably will be 
limited to 30 or 60 days, instead of a 
maximum of 80 days as at present. 

Emergency boards may be employed 
to recommend settlements of big strikes. 
Recommendations would not have to be 
followed by employers or unions, how- 
ever. 

Strike-intention notice is to be re- 
quired of unions, probably 30 days ahead 
of time. Employers also will be required 
to give the Government notice in ad- 
vance of ending or changing a contract. 

Jurisdictional strikes almost certainly 
will be prohibited. A union will be barred 
from picketing to force an employer to 
assign work to its members when an- 
other union already has members on the 
job. Also, a union will be unable to 
strike to compel a firm to grant a con- 
tract when a rival union has legal bar- 
gaining rights in the shop. 

Secondary boycofts of certain kinds 
are to be outlawed, but the list probably 


GENERAL COUNSEL ROBERT N. DENHAM 
. .. reduced power to enjoin strikes? 


will not be as long as it now is. Unions 
probably will regain the right to stop 
work on production farmed out from an- 
other plant where a strike exists. Loss of 
this weapon has hurt unions in strikes, 
The new law probably will prohibit 
boycotts connected with jurisdictional 
disputes. 

Court orders to halt violations of the 
law by unions probably will be harder to 
get. The new law is expected to reduce 
the power of the National Labor Rela- 
tions Board’s General Counsel, Robert N. 
Denham, to get temporary injunctions 
before NLRB itself has decided a case. 
Mr. Denham wants to retain authority to 
enjoin some types of strikes, but Con- 
gress may take away his independent 
powers and put the Counsel back under 
control of the Board members. 

Breaking a strike may become more 
difficult, also. The new law probably will 
drop a provision depriving strikers of 
a chance to vote in bargaining elections 
if they have been replaced by permanent 


employes during a wage strike. Instead, | 


NLRB probably will allow both strikers 
and replacements to vote. 

Employers are expected to retain 
some of the rights guaranteed to them by 
the Taft-Hartley Act. 

Free-speech right of employers is 
likely to be retained, with employers 
having the right to speak their minds 
about unions before bargaining elections. 

Right to ask for elections among 
workers probably will be kept by em- 
ployers when one or more unions request 
a contract. 

Restrictions on unions are to be 
fewer than in the present law. 

“Closed shop” probably is to be per- 
mitted again. Provision is expected for 
“union shop” agreements to be negoti- 
ated without employes’ first holding an 
election, as at present. The “union shop” 
differs from the “closed shop” in that 
it permits nonunion workers to get jobs 
provided they join the union within a 
specified period. In a “closed shop” em- 
ployers are permitted to hire only union 
members. 

Financial reports may be continued 
as a requirement for unions. , 

Limits on dues under a “union shop” 
probably will be dropped. 

Bargaining in good faith may be re- 
quired of unions as well as employers. 

Those are some of the more important 
points that are likely to be retained or 
eliminated. 
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FORMER WLB CHAIRMAN WILLIAM H. DAVIS 
Are injunctions ‘‘more coal on the fire’’? 


A setback for unions occurred last 
week when the Senate Labor Committee 
voted to extend its public hearings on the 
Administration bill until February 23. 
The 18-day delay was opposed. by union 
officials, who want the earliest possible 
repeal of the Taft-Hartley Act. There had 
been threats that Southern Democrats 
and Republicans might combine to send 
the bill back to Committee for more hear- 
ings if this delay were not agreed to by 
the Democratic majority on the Commit- 
tee. 

These hearings have brought out a 
variety of proposals for handling labor 
disputes. William H. Davis former 
Chairman of the War Labor Board, sub- 
mitted a plan that caused long discussion 
among Committee members, but prob- 
ably will not be adopted. He proposed 
that the Government be authorized to 
seize and operate a plant or industry 
where a serious emergency strike is 
threatened, after all attempts at media- 
tion have failed. Mr. Davis would not 
allow injunctions, which he contends are 
like “cooling the porridge by putting 
more coal on the fire.” 

How far Congress will go in allowing 
injunctions and placing other restrictions 
on unions will depend largely upon the 
position taken by Southern Democrats. 
If enough of them vote with Republicans, 
many features of the Taft-Hartley Act 
will be retained. 


DIMINISHING FORCE 
OF WAGE DEMANDS 


Price declines and layoffs are taking 
much of the steam out of union demands 
for pay increases. Instead, labor in several 
industries will seek welfare benefits or 
a shorter work week when new contracts 
are negotiated this year. 
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Leaders of the AFL and CIO insist 
that they will continue to ask for wage 
increases, but, if present business trends 
continue, they will have trouble in win- 
ning them. The cost-of-living argument 
used by unions to support demands for 
raises in recent years now will be used 
by employers in resisting further in- 
creases. 

The business outlook for each industry 
will have much to do with the success or 
failure of labor’s demands. The postwar 
idea of a national pattern on wages, to 
be applied to all industries, is to be 
abandoned. Labor will have to settle for 
what it can get in accordance with con- 
ditions of the firm involved. It is virtually 
certain that there will be no general 
round of wage increases of the type 
that was granted in 1946, 1947 and 
1948. 

Industry by industry, business 
trends point to varying results when 
unions and employers negotiate new con- 
tracts in the months just ahead. 

Coal faces a problem of overproduc- 
tion. Price-cutting is under way. Hard- 
coal miners are working only two days a 
week because of drastic cuts in produc- 
tion quotas. As a result, John L. Lewis 
is expected to demand a 30 or 35-hour 
work week at the same pay now earned 
for 40 hours. He also will demand con- 
tinuation of his United Mine Workers 
welfare fund, financed by operators. His 
contract expires on June 30. 

Steel prospects remain good. The in- 
dustry, as a result, may decide to grant 
a pension plan or other welfare benefits 
demanded by CIO Steelworkers before 
a contract-reopening deadline is reached 
on July 16. Philip Murray, the union’s 
president, reportedly is considering ask- 
ing for pensions of $150 a month for 
retired steelworkers. A pay raise is get- 
ting less emphasis this time. 


Auto industry is meeting sales resist- 
ance in some of the higher-priced models. 
Layoffs are appearing. The CIO Auto 
Workers Union is talking less about 
wages, more about a social-security pro- 
gram. A pension of $100 monthly for 
auto workers who retire at 60 or after is 
one demand. The union probably will 
have trouble getting much of a pay in- 
crease, if any, in view of expected pay 
cuts for General Motors Corp. workers 
under a cost-of-living clause. 

Electrical-appliance firms also are 
expected to resist sizable pay increases in 
view of declining sales. The General 
Motors living-cost formula also is in 
effect in this industry. Under this formula, 
wages go down when prices decline by a 
certain amount. 

Railroads in some cases are laying 
off workers because of declining business. 
This may discourage union demands for 
a new round of pay increases. Current 
negotiations between railroads and non- 
operating unions involve third-round de- 
mands. 

Shipping lines may avoid any serious 
wage demands from unions this year. 
Layoffs of seamen have been increasing, 
and unions are fighting hard to prevent 
further unemployment through transfer 
of American cargoes to foreign lines. 

Shipbuilding has been forced to lay 
off many employes, making it harder for 
the unions to get fourth-round pay in- 
creases, 

Textiles already have rejected pay de- 
mands of CIO and AFL unions. Arbitra- 
tors refused to award increases because 
they saw poor business prospects ahead. 

Clothing also is avoiding pay increases 
at this time. 

Shoe manufacturers are expected to 
oppose pay raises this year. A pay cut of 
3 cents an hour has just been made by 
one big firm, under a cost-of-living ad- 
justment clause. Layoffs here also com- 
plicate things for the unions. 

An example of what may be in store 
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ae 77 years, M. & St. L. lege 
has been the nickname of the Minneapolis ae 
& St. Louis Railway, an important road which networks rich 
agricultural and industrial areas of the Great Midwest. 
Today, M. & St. L. symbolizes also the Modern and Stream- 
Lined transportation which that railroad provides in Minnesota, 
South Dakota, Iowa and Illinois 


For Agriculture and Industry 
For Shippers and Receivers of Freight 
For Connecting Lines, via Major Traffic Gateways 


With fleets of Diesel locomotives, newest of which is the 
No. 348 in the picture, and of new freight cars, the M. & St. L. 
is truly a road of Modern and Stream-Lined Service. 


“7ée Minneapolis & St. Louis Kacluay 


TRAFFIC OFFICES IN 36 KEY CITIES 

















Later Week 





for other unions is provided by a strike | 


of Philadelphia transit workers last week, 
when CIO demands for a 20-cent raise 
were met by an employer offer of 2 cents, 


BRITISH STRATEGY 
ON COMMUNISTS 


Reported from LONDON 


New pressure and threats of sabotage 
from the Communists are a problem of 
growing concern to the British Govern- 
ment. Communist strategy seems to be 
aimed at harassing industry to slow up 
the Marshall Plan. But countermeasures 
by Socialist leaders in the labor move- 
ment are expected to minimize results of 
the drive. 

Widespread strikes, Communist in- 
spired, are feared by British industry if 
present strategy continues. A charge that 
Communists plan paralyzing strikes dur- 
ing August of this year has been made by 
Arthur Deakin, general secretary of the 
huge Transport and General Workers 
Union, Mr. Deakin says he has seen a 
confidential report of this strategy, which, 
he charges, is aimed at weakening British 
co-operation in European recovery. Com- 
munists did not deny the report. 

Stronger support from factory 
workers is being sought by the Commu- 
nists, according to their own statements. 
They plan to win recruits for the party 
by taking the lead in demanding higher 
pay and other concessions from em- 
ployers. 

Political influence also is to be a big 
aim of the Communists. The party plans 
to enter as many candidates as possible 
in forthcoming municipal elections. A 
united front with left-wing Socialists also 


, ; —Keystone 
COMMUNIST HORNER 
...@ strategic job was held 
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ANTI-COMMUNIST DEAKIN 
.. a secret report was exposed 


is to be sought. Leaders propose to spon- 
sor 100 Communist candidates for Par- 
liament in the next general election, ex- 
pected in 1950. 

A counterattack by anti-Communist 
groups in and out of the labor movement, 
however, is likely to stop the Communists 
short of their objectives. The Communist 
Party’s official membership is less than 
50,000, or less than one party member in 
every thousand persons in Britain. Com- 
munists openly hold only two seats in 
Parliament, plus support of a few fellow 
travelers. All of the 149 Communists who 
ran in the last municipal elections were 
defeated. 

A campaign of exposure is being 
waged against Communists in the unions. 
Anti-Communists are starting a concerted 
drive to educate the rank-and-file mem- 
bers as to methods and aims of Commu- 
nists. The next step will be to seek to 
vote out of office those Communists who 
have gotten into top places in labor 
unions. 

Key unions in some instances have 
Communists in top-ranking jobs. The 
general secretary of the Mineworkers 
Union, for example, is Arthur Horner, a 
Communist. There are four known Com- 
munists on the 28-man executive com- 
mittee of this union. 

Communist strength also centers in 
two large craft unions, the Engineers and 
Electrical Workers, as well as in some 
groups of civil-service and white-collar 
employes. A survey of 15 unions with 
memberships of more than 100,000 shows 
that the Communists have enough sup- 
port on top union boards to dispute the 
control of four organizations. They have 
considerable influence in six more unions, 
but have little if any power in the five 
others, 
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help you get greater 
value from your 
advertising campaign 


OU invest thousands of dollars in ef- 

fective, colorful advertisements to 
build consumer demand and recogni- 
tion for your product. 


CORRUGATED 
AND SOLID 
FIBRE BOXES 

<a your advertising, your product should 


be delivered to the user in good con- 
dition. 


To receive the greatest value from 


FOLDING 
CARTONS 


And for sales action at the point of 


KRAFT GROCERY purchase, your package must attract 


BAGS favorable attention. 
AND SACKS . 


KRAFT PAPER Cy 
AND SPECIALTIES 


For better protection and greater 
sales, depend on Gaylord precision 
built boxes. Artistically designed and 
colorfully printed, they are a powerful 
aid to sound merchandising. 


Call in a Gaylord sales representative 
—you'll find his experience a real help. 


GAYLORD CONTAINER CORPORATION 
General Offices: SAINT LOUIS 
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THIS STEEL THREAD brings a new day 


to the, farm that's 


Many a farmer living in an area that 
cannot be reached economically by a 
standard electric power line is now 
enjoying the blessings of electricity, 
thanks to steel. 

With materials ordinarily used, the 
cost of buildirig the long electric trans- 
mission lines needed to reach a remote 
farm can be prohibitive. Consequently, 
many farms in outlying areas have 
had to get along without electricity. 

Bethlehem engineers went to work 
on this problem. The result was Ru- 
ralductor, an electrical conductor 
made of steel. Ruralductor saves 
money in several ways, with the net 


result that now electric lines can be 
extended to serve areas that formerly 
could not be reached except at ex- 
cessive cost. 

Ruralductor costs less than other 
types of conductor material. It is 
able to carry the electrical loads re- 
quired in sparsely settled rural areas, 
and it is so strong that poles can 
be spaced further apart, so that fewer 
of them are needed. That means a sav- 


"back of beyond" 


ing in the cost of constructing the line. 
To large numbers of farms far off 
the main road and beyond main elec- 
tric service lines, Ruralductor has 
brought a new day. Now time- and 
labor-saving electric power is avail- 
able to operate milking machines and 
milk-cooling equipment; to light the 
house and farm buildings; to run 
refrigerator, range, radio, as well as 
other appliances. 

Bringing the boon of electricity to 
remote farms is one of the many ways 
in which steel helps to lighten farm 
work and make life easier and pleas- 
anter for the farmer and his family. 


BETHLEHEM STEEL 


SERVES THE NATION 











Trend of American Business 








24th and N Streets, N.W. 
Washington, D. C. 


Just to present a perspective on recent developments in business..... 

Commodity prices--many of them--are near or below OPA levels of 1946. Corn 
has dropped as low as $1.13 a bushel, against $1.45 when OPA lapsed. Wheat at 
$2.07 a bushel compares with $1.88. Lard, at 11.5 cents a pound, compares with 
14 cents. Cotton fell to 31.8 cents a pound. Under OPA it was 31 cents. Hogs 
and cattle didn't fall to OPA levels, but prices are well below high marks. 

These prices aren't unusual. They're typical of the sharp break in prices 
on commodity markets. Official index of sensitive commodities shows a 6.6-point 
drop in one day of trading. Most of that drop was in prices of farm products. 





Farm prices, however, are not the only signs of a downturn. 
Cotton-fabric prices are at OPA levels or below for most lines of goods. 
Gray-goods prices are down 30 to 40 per cent from peaks reached in 1948. 
Dress manufacturers are complaining about the lack of orders from stores. 
Steel-scrap prices indicate that the edge definitely is off demand. 
Fuel-oil prices are down generally and gasoline prices seem to be weaker. 
Woolen-cloth prices for autumn delivery are being held at current levels, 
although wages and production costs have increased. Wool prices are weaker. 




















Employment conditions apparently are not improving. Layoffs continue. 

Truck production is to be cut back March 1 in two plants of International 
Harvester Co. That means layoffs in plants now employing more than 6,000. 

Radio workers got a week's layoff from the Philco Corp., due to a shortage 
of television tubes. From 1,000 to 1,200 workers were involved. 

Railroads are giving "furloughs" to more men. New York Central is to lay 
off 8,100 shop and maintenance workers. Pennsylvania is laying off 2,500. Other 
lines also have laid off workers because of a decline in the volume of traffic. 

These layoffs in durable-goods industries and rails follow cutbacks in the 
soft-goods industries, which felt an earlier decline in the volume of business. 
Latest official figures showed a more-than-seasonal rise in unemployment. 








Railroad carloadings, often regarded as an important business barometer, 
are off considerably from a year ago and from the corresponding period in 1947. 
January carloadings ran 9.3 per cent below 1948 and 14.2 under 1947. The 
decline in freight movements, however, began in November and is continuing. 
Biggest drops have occurred in coal, lumber and merchandise shipped in 
less-than-carload lots. But everything except coal and ore shipments are down. 
Part of the drop in rail freight is attributed to postwar adjustment. In 
wartime, railroads increased their share of traffic because trucks were Scarce. 
Now trucks are recovering business. Truck loadings are rising. But railroad 
men say that truck competition cannot account for the whole decline in loadings. 
Bad weather in the West also may account for some of the January decline. 
L.c.l. loadings, however, are down 10 to 12 per cent. This is freight car- 
ried to merchants who order in small lots. To railroad officials, a drop in 
less-than-carload lots means a general softening in business conditions. 

















Freight-car production may reflect the decline in railroad traffic. 
Car orders in January, according to Transportation Director Johnson, were 
Gown to 563. He added that some lines also had canceled back orders for cars. 








(over) 
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TREND OF AMERICAN BUSINESS-- (Continued) 


Steel allocations call for an output of 10,000 freight cars a month, and 
there has been some agitation to increase the output to 12,000 cars a month. 

Mr. Johnson warns that, if railroads do not place the orders, he cannot ask 
for continued allocations. So there is a chance that the decline in freight 
business may lead to a cutback in orders for steel, thereby easing a shortage. 





The trend in prices, employment and carloadings suggests that the boom's 
peak is past. More evidence of this trend comes from finance and sales data. 
Currency in circulation is at the lowest point since August, 1945. See page 60. 
Business loans by banks are declining. Department-store sales for the first 
week in February were 4 per cent under last year. Drop is more than seasonal. 


Official Government line, however, is still to stress problems of boom. 

Administration spokesmen, appearing before Congress's Joint Committee on 
the Economic Report, say inflation may not be over yet. Here is the attitude: 

"The general economic outlook for 1949 is still bright. By optimism plus 
action, it can remain bright." That's from Economic Adviser Leon H. Keyserling. 

"We entered 1949 with a very definite inflationary movement under way... 
Disposable income, after taxes, is at the highest point in history and I cannot 
believe that the money is not going to be Spent." That is the judgment of John 
D. Clark, another member of the President's Council of Economic Advisers. 

On farm prices. "The Department of Agriculture sees nothing in the basic 
economic situation to warrant this break." So says the Secretary of Agriculture. 

These statements were made in support of the President's economic program 
calling for higher taxes, credit controls, rationing, more social benefits. 
They indicate that top official policy has not been changed by recent events. 














A more cautious appraisal comes from the Bureau of Agricultural Economics. 

Current declines in prices, production and employment are found by these 
farm economists to be Somewhat similar to the drop that occurred early in 1948. 

Recovery came fast last year. It was spurred by third-round wage raises, 
by tax reductions, by increased Government spending for defense and foreign aid. 

Prospects today, according to this group, do not point to the same upward 
surge this year. But the experts add that budget spending, if approved, will be 
large enough to maintain over-all activity at close to present levels. 

In other words, BAE thinks the boom may be over, but no bust is in sight. 








What the Government economists see, in appraising the outlook, is a high 
level of personal income and a continued high volume of industrial production. 

Personal income in December hit a rate of $220,800,000,000 a year. That 
was up $900,000,000 from November and up $13,000,000,000 from December, 1947. 

For the year 1948 personal income was $213,600,000,000, compared with an 
income level of $195,200,000,000 for 1947. These figures indicate that only a 
very severe setback could make 1949 a worse year than the boom year of 1947. 








In¢éome figures, however, contain some details that are not so promising. 

Wage and salary income rate fell $700,000,000 from November to December. 
That suggests that a downturn in workers' income payments started at year end. 

Increased rate of income in December went to stockholders. in dividends, to 
business proprietors, to farm operators and to unemployment benefits. 

Farmers' income in December increased in part because of the volume of 
crops that were placed under Government loans. That is due to price declines. 

These trends--rising unemployment benefits and rising Government support 
payments to farmers--suggest something less than booming economic health. 














Interest-rate pattern is to be kept by the Treasury for a while at least. 
Treasury certificates, due March 1, are to be refunded at 1% per cent. 
That is the rate on one-year money that the Treasury has paid for many months. 
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You can photograph a document - 
as easily as this... 


through the magic of Recordak Microfilming 


There’s magic ... magic from start to finish! Just drop 
your file-cards, reports, letters into the Recordak Micro- 
filmer ... and it does the rest. 


It photographs 60 or more letter-size documents per 
minute when fed by hand... up to 125 per minute when 
the new Recordak Automatic Feeder is used. Photo- 
graphs them at such great reduction that 7000 images 
can now be recorded on a 100-foot roll of film. 


Consider now: 

the low cost of the film you use—you can record a 
thousand letter-size documents on less than 60¢ 
worth. 

the advantages in reference work—millions of filmed 
letters, records, etc., can be filed at your finger tips 
... available for immediate reference—enlarged on 
the screen of the Recordak Film Reader. Such is 


record-keeping the modern Recordak way—instantane- 
ous in its recording . . . photographically accurate and 
complete . . . so condensed you save 99% in filing space 
.-- economical from start to finish. 

In 65 different types of business . . . in thousands of 
concerns, such magic is simplifying routines which might 
well be similar to some of yours. Check and see. Write 
for “50 Billion Records Can’t Be Wrong.” It’s free. 
Recordak Corporation (Subsidiary of Eastman Kodak 
Company), 350 Madison Avenue, New York 17, N. Y. 


=RECORDEK 


(Subsidiary of Eastman Kodak Company) 
originator of modern microfilming— 
and its application to business sysfems 
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Now—more than twice as many letters per foot of film 


**Recordak”’ is a trade-mark 





WHAT YOU NEED TO DRIVE TOO FAST FOR ROADS 


A nation like ours, that drives and drives and drives, 
can’t wait for roads. In its need for oil, it plunges 
into jungle and desert, over mountain and bog. 
Dresser produces oil field equipment, mobile as 
cats, that cuts exploration and development from 
months to hours! The now famous Rambler Rig, 
complete for drilling and servicing, rolls over un- 
charted ground on tires or caterpillar treads, rises 
to drill position in minutes. A Rambler drilled 16 
wells in twelve months in rugged Canadian wilds. 
Ideco’s steel buildings, complete to cot and mattress, 


BOVAIRD & SEYFAN( 
CLARK 


INTERNATIONAL 


DRESSER 


From well to refinery 

for the Oil Industry— 
From source to storage 

for the Gas Industry 


can be folded in minutes and follow on truck. 
Clark’s Midget Angle compressor, though up to 300 
b.h.p., is so vibrationless it is skid-mounted. Gas 
that might otherwise be wasted is saved by this semi- 
portable unit. And, under the worst conditions, 
Dresser Couplings enable pipe lines to be joined in 
weeks rather than months. 

If you want to reduce months in the field to hours, 
write to Dresser about mobile equipment. The 
Biggest Jobs Are Going to Dresser Industries, 
Terminal Tower, Cleveland, Ohio. Write for details. 


S-CONNERSVILLE & 


THE ONLY COMPANY DOING AN OVER-ALL JOB— 


NDUSTRIES, INC. 


TERMINAL TOWER CLEVELAND 13, OHIO 
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INDICATORS OF BUSINESS ACTIVITY 


Prices fell sharply just as new soft year ago and 18 per cent below De- 


spots appeared in business activity. Steel-Scrap Prices and cember after adjustment. 


Sensitive commodity prices on Feb- - Public - works and ublic - utility 
ruary 8 declined to 269.4 per cent oey Steel-Ingot Production awards fell to $102.000,000 and 
of August, 1939, on the Bureau of a were 25 per cent below a year ago. 
Labor Statistics index, down 2.4 “~ STEEL-SCRAP PRICES Factory and commercial awards ran 
per cent. It was the biggest drop 7 ( CHICAGO) x, below a year ago. Their drop was 
since February, 1948, reducing the cushioned by bigger awards for hos- 
index to the lowest since Oct. 31, pitals, churches and institutions. 
1946, before price controls were nie ? Unemployment, at 2,664,000 early in 
finally removed. January, is likely to be around 

Foodstuffs fell 4.3 per cent to the ~" STEEL-INGOT 3,000,000 for February. Claims for 
lowest since July, 1946. Corn, at PRODUCTION unemployment compensation filed 
$1.13 per bushel, was the lowest at State offices rose to 1,707,000 in 
since December, 1944. Hogs, steers, the week ended February 5, a new 
barley, cotton, lard, tallow made high since early 1946. The layoff 
new lows since price control. rate rose a bit. 

Industrial raw materials declined to Bank loans to business dipped $63,- 
their lowest since April, 1948. 000,000, nearly $300,000,000 be- 

Wholesale prices fell to 156.9 per ae : : heebedmteedt . pial low Christmas. tres 
cent of 1926, the lowest since Sep- Production, however, is still high. 
tember, 1947, and 8 per cent below 1946 1947 1948 °49 Factory output on the indicator be- 
the peak of August, 1948. Source: BLS & American Iron & Steel Institute low dropped from 199.7 to 199.2 

Steel-scrap prices, regarded as a ba- in the week ended February 5, but 
rometer of steel production, have ing steadily reduced. Demand is was only | per cent below the Oc- 
fallen from $41.75 per ton at Chi- less insistent, except for pipe and tober peak. 
cago in December to about $35, as sheet steel. Deliveries are faster. Carloadings of manufactured goods 
the top chart shows. Steel mills Department-store sales fell to 273 on are running 6 per cent below a year 
have withdrawn from the scrap the indicator below in the week ago, same as in recent weeks. 
market, confident that supply is ended February 5, the fourth Exports climbed to a rate of $15,400,- 
‘plentiful and skeptical about future straight decline. Sales were 4 per 000,000 per year in December, 
steel demand: Mill inventories of cent below a year ago, compared highest since October, 1947. In- 
scrap steel recently equalled about with 1 per cent above in January. creased Marshall-Plan shipments 
6 weeks’ consumption, compared Contract awards for new construc- came just as the shipping strike 
with at least 3 months’ normally. tion fell to $483,000,000 in Janu- ended. 

Steel-ingot production, scheduled ~“ ary, 22 per cent below a year ago, Price declines, instead of stimulating 
at 100.1 per cent of capacity for 13 per cent below December, after demand, seem to be causing con- 
the week ended February 12, is set- seasonal adjustment. sumers and business to put off some 
ting tonnage records. Backlogs of Residential awards shrank to $159,- of their spending plans. Deflation- 
demand for finished steel are be- 000,000, down 33 per cent from a ary forces are gaining strength. 





























(1935-39 = 100) 


* ADJUSTED FOR SEASONAL VARIATION 


PRODUCTION 
(FRB) 


RETAIL TRADE 
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(This article represents the result of an 





Special Report 


extensive research on a problem of out. 
standing importance in National Affairs.) | 


WORLD BOOM IN SOCIAL SECURITY 


Reported from WASHINGTON, LONDON, FRANKFURT and PARIS 


Financial security for all, state 
guaranteed, makes a world-wide 
appeal. Nearly every country is 
trying some scheme to take risks 


out of life. 

Social-insurance plans seem 
much alike, around the world. All 
of them provide more benefits 
for more people—at higher costs, 
higher taxes. 

U.S. will be getting in step 
with the trend if it accepts pro- 
posed new health insurance, 
other aids. 


All over the world, people are look- 
ing to government to protect them 
from many of the hazards of living. 
Everywhere the cost of guaranteed se- 
curity is rising and in almost all major 
nations the system for attempting to 
provide that security is similar. 

In Russia, the state taxes all workers 
and guarantees security for all. In Britain, 
one fourth of the national budget is de- 
voted to social services in a cradle-to- 
grave plan of security. In Germany, de- 
feated in war, social insurance goes on, 
restored as one of the first steps taken by 
the conquerors. Belgium, France, Italy, 
the Netherlands, Spain, Sweden, Switzer- 
land, Argentina, Mexico, Uruguay, Aus- 
tralia, New Zealand and Canada are 
some of the countries with elaborate 
systems for providing individual security. 

U.S. is just getting into step with the 
procession. This country has had unem- 
ployment insurance and old-age pensions 
since 1936. Now Mr. Truman is propos- 
ing insurance for medical care, disability 
aid, bigger and better benefits for the 
aged, widows and orphans. Veterans are 
demanding pensions to start at the age 
of 60. Townsend Plan of pensions for all 
retired persons is coming up again. 

To see how others do it, in relation to 
what U.S. is planning, you can look 
around the world at these typical foreign 
systems: 

Britain gives everybody free medical 
and dental care. A mother gets $16 when 
a baby is born, plus $7.20 a week for 13 
weeks if she has to give up a job. Fam- 
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ilies collect $1 per week for each child 
after the first, until the child is 15. If 
unemployed, a worker gets cash aid for 
26 weeks; if sick, a cash benefit up to 
a year. A man retires on $5.20 a week at 
65, a woman at 60. When a worker dies, 
his dependents get an $80 funeral grant 
and pensions. 

A weekly premium to help pay for this 
protection, ranging from 45 cents to 
$1.25, is paid by everybody between 16 
and 65 years of age who has any income. 
Average workers pay about $1 a week. 
Employers add, on the average, 85 cents 
to each employe’s contribution. These 
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taxes are collected on pay rolls and 
through a stamp plan for self-employed, 
But general tax funds have to provide 
more than half of the social-aid costs 
In its first year, Britain’s expanded pro. 
gram is costing about $3,120,000,000, 
or about 25 per cent of all Government 
expenditures, and costs are rising. 

In Russia, the state employs nearly 
everybody and sets aside 6.5 per cent of 
all wages and salaries for social aids. The 
rate ranges from 3.7 per cent in state art 
enterprises to 10.7 per cent in the chemi- 
cal industry. Benefits vary with a worker's 
contribution, include a cash allowance 
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UNITED STATES 


Now 





Workers contribute up to $30 a year; employers 
to $120 per worker in covered employment. 








UNITED STATES 


Proposed 





Workers would pay up to $264 a year; employ 
would match each worker's contribution. Nearly eve 
body, including self-employed, would be cover 











Government takes average of 6.5 per cent of wa 
and salaries paid. 
costs borne by Government. 


Rates vary by industry. Medi 








GREAT BRITAIN 
a ploye. 


Everybody with an income pays up to $1.25 a w 
employers an average of 85 cents a week per e 
Supplemented by Government subsidy. 











Workers pay up to $64 a year; employers up to $31 
a year per worker. Farmers, miners have own syst 








GERMANY 


(U.S. zone) 





Most workers pay up to $106 a year; employers! 
per cent of pay rolls on average. 











Workers contribute 8 per cent of earnings; empl 
ers 11 per cent of pay rolls. Government suppleme 
funds with proceeds from a sales tax. 











Source: Social Security Adm. 
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during sickness, pensions for the disabled 
and aged. 

All medical aid is provided by the 
state medical service, with priorities in 
treatment given to certain groups. Mothers 
who have worked three months get 
maternity pay during confinement and 
convalescence. Allowances for milk and 
layettes are provided for mothers in low- 
income groups. Cash allowances for 
children increase substantially after the 
third child. Unemployment insurance is 
not provided. Pensions for the aged and 
disabled favor workers in heavy indus- 
tries. 

France takes 6 per cent of the first 
$1,071 of a worker’s wage from the 
worker, and 29% per cent from the em- 
ployer, to pay for social security. This 
does not cover unemployment relief, 
which is financed out of general funds. 

The French give mothers complete 
medical care, a nursing or milk allow- 
ance up to $32, half pay during confine- 
ment. A bonus is paid when the first 
child is born, and additional amounts 
for each subsequent child. Cash allow- 
ances for children increase with each 


rotection From Birth to Death 
THE BENEFITS: 


additional child. The sick get allowances, 
disabled and aged persons get pensions. 

France continues to expand coverage 
and raise benefits in its social-security 
setup. But runaway inflation keeps real 
value of benefits low. Prices are 20 times 
the prewar level. 

German security programs were resur- 
rected by occupation authorities in all 
zones. The Nazis used social-security 
funds to finance the war, and cut bene- 
fits below subsistence levels. Now, in 
the U.S. zone, workers pay up to 9.8 
per cent of the first 3,600 marks of their 
yearly wage, and employers pay about 
10 per cent of pay rolls. This provides 
sickness aid, accident insurance and un- 
employment pay. Other government 
funds are used to subsidize pensions for 
the aged, payable at age 65 and starting 
with a minimum of $46.80 a year. 

Elsewhere in Europe social-security 
programs continue to grow. Sweden 
plans gompulsory health insurance, effec- 
tive July 1, 1950, to supplement present 
voluntary insurance. Old-age pensions 
have just been increased. A withholding 
system for income, property and social- 





Pensions for workers starting at the age of 65, also pensions for widows 
and orphans; unemployment compensation for covered workers. 








Higher pensions for workers and widows and orphans; medical care; 
disability compensation; unemployment insurance; funeral payments. 








Pensions at 60 for men, 55 for women; pensions for invalid widows 
and for orphans; state medical care; funeral payments; disability pay; 
cash allowance for children; bonuses for babies. 












Pensions starting at 65 for men, 60 for women; also for invalids, wid- 
ows and orphans; cash sickness benefits and medical care; cash allow- 
ance for children; unemployment pay; burial expenses. 


















Pensions for workers at 60, also for invalids, widows and orphans; cash 


sickness benefits, maternity and medical care; cash allowance for chil- 
dren; bonuses for children. 
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Pensions for workers at 65, also for invalids, widows and orphans; cash 
sickness benefits and medical care; unemployment compensation. 












Pensions for men at 55, and for women at 50, also for invalids; pensions 
for widows; maternity care; disability compensation. 
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| formation ever pub- 
| lished! It has 3,350 


| for 12,000 terms, and 


| Word origins are a 











ASSASSIN 


A Drinker of Hashish! 


N eleventh century Persia, a secret order 
was founded by Hassan ben Sabbah, in- 
| dulging in the use of the Oriental drug 
| hashish, and, when under its influence, in 
the practice of secret murder. The murderous 
drinker of hashish came to be called hashash 
in the Arabic and from that origin comes our 
English word assassin! 
There is an amazing little story about the 





| formation of this word, as well as of many 


thousands of other commonly used modern 
words, all brought to you in 


“The Supreme pouthonrity” 
Webster’s New International 
Dictionary, Second Edition 


“The MERRIAM - Webster 


famous feature of the 
Merriam - Webster. 
This great reference 
book goes far beyond 
ordinary conceptions 
of a dictionary. It is 
truly the greatest 
single volume of in- 


pages, __ illustrations 
a total of 600,000 en- 
tries — 122,000 more 
than in any other dic- 
tionary. It is equiva- 
lent in type matter to 
a 15-volume encyclo- 
pedia. 207 experts in 
every field of knowl- 
edge contributed. It 
is ‘'The Supreme Au- 
thority’’ in courts, 
schools, newspapers, 
business and government 
offices—the only unabridged 
dictionary completely revised 
and rewritten in three decades. 
See it at your bookseller’s. Mail coupon for free 
booklet, ‘Interesting Origins of English Words.’’ 


G. & C. Merriam Co., Publishers, 
Springfield 2, Mass. 
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J FREE— Illustrated Booklef of Word Origins 
jG. & C. Merriam Co., Dept. 237 | 
{ Springfield 2, Mass. 
Please send me your free illustrated booklet, i 
4d “Interesting Origins of English Words.’’ Also 3 
send me more information about Webster’s 
j New International Dictionary, Second Edition. 4 
| OI x sci uscd acedetictariniesdsianciduectonseshduccdadbiben 
a IN isis scarab iisctntpatinsediawnssaeessiyetnee 
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‘We recognize the many advantages of lowa as a 
location of an important Cherry-Burrell plant. 
Here we have always enjoyed the atmosphere 
of free enterprise, and cordial relations with the 
entire community. We are sure that our new 
plant, located in the heart of the dairy industry, 


will enable Cherry-Burrell to meet its responsi- 


J. W. LADD, President 
Cherry-Burrell Corp. 


Faced with the need for plant expansion, the Cherry-Burrell 
Corporation decided to build in Cedar Rapids, Iowa. In this city 
one of the Cherry-Burrell predecessor companies was founded in 
1880. With the completion of a $2,500,000 plant, Cherry-Burrell 
has the resources and equipment to maintain its important posi- 
tion in the dairy industry. Their giant new plant with 9 acres of 
floor space is staffed by skilled Iowa workmen, who have a natural 
aptitude for precision work. Rail lines reach inside the plant doors, 
providing convenient shipping connections with railways through- 
out the Nation. Adequate power, a friendly community and 
sympathetic government combine to emphasize the wisdom of 
the decision to expand in Iowa. Ideal plant sites and a limited 
number of factory buildings await your inspection. Join the profit- 
minded industrial leaders who are turning to Iowa. 


PRODUCT OF 


* * 


Iowa’s official Trade Mark identifies the 
fine products of Iowa farms and factories. 


& To interested executives this valuable reference book 
containing a complete picture of industrial opportunity in 
lowa is available upon request, Included are vital statis- 
tics on population, existing industry, agriculture, raw 
materials, markets, transportation, and living conditions. 
Write for your free copy now and see how you can profit 
by bringing our plant to IOWA! Address 790 Central 


National Building, Des Moines 9, lowa. 


bility as a leader in the dairy and food industries.” 
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security taxes was adopted in 1947. 


Belgium’s social-aid plan is financed by 
a 23.5 per cent tax on pay rolls, plus 
subsidies. 

Other countries imported European 
ideas on social insurance and plan still 
more extensive aids as fast as ways can 
be found to finance them. 

Argentina, for example, is building a 
string of Government medical centers 
that will form the nucleus of new public. 
health services. Maternity care, disability 
pay, pensions for the aged, invalids and 
widows. feature present aid programs, 
which are to be expanded. Already work 
ers pay 8 per cent of their earnings, em- 
ployers 11 per cent of pay rolls, for social 
security. The Government subsidizes the 
funds with a sales tax amounting to about 
1 per cent of retail prices. 

Uruguay has gone further than most 
other Latin-American nations with a 
broad security effort. Medical care and 
hospitalization are free for the poor, edu- 
cation is free for all through the university 
level, workers can retire at 50 on pensions 
ranging from $67 to $2,000 a year, ap- 
proximately. Costs are heavy, amount 
to about 20 per cent of the Government’s 
expenses, Employes pay a tax of 5 to § 
per cent of their wages, employers 8 to 
12 per cent of pay rolls. This has to be 
supplemented by special excises. 

New Zealand is carrying one of the 
world’s most comprehensive social-secur- 
ity systems. Australia’s plan is expanding, 
Canada added family allowances and 
liberalized pensions in 1944. 

U.S. social insurance at this time 
lacks many features offered elsewhere. 
The chart on pages 54 and 55 shows a 
comparison of costs and benefits of pres- 
ent U.S. security programs and those in 
several major foreign nations. However, 
U.S. social-security costs will rise even 
under the present law. And supplemen- 
tary welfare aids are at a high level. In 
addition to regular social-security pro- 
grams, U.S. provides old-age payments, 
assistance to the blind and to dependent 
children. Costs of these programs rose 
from less than $1,000,000,000 in 1945 to 
about $1,700,000,000 a year now. U. &. 
gives veterans bigger monetary benefits 
than any other country. 

A big increase in U. S. security efforts 
is proposed, as the chart shows. Pay-roll 
taxes, now averaging a total of 3.5 per 
cent on the first $3,000 of wages in coy- 
ered employment, would rise to 11 per 
cent and cover practically everybody by 
1955 under the proposed changes. By 
1990, U.S. taxes for security would be 
up to an estimated 18 per cent of wages, 
in line with the level already reached in 
some other countries. 

The facts show a world-wide trend to 
bigger social-security programs, with 
higher benefits and higher taxes. 
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YOU CAN now obtain additional in- 

formation about unified policies that 
will apply for contracts with the three 
armed services. The National Military 













ding a Establishment issues two more chapters 
enters of its joint Armed Services Procurement 
yublic. Regulation. The two chapters, known as 
ability Section X and Section XI, deal with 
Is and bonds and insurance, and federal, State 
zrams, Mand local taxes, where military contracts 
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are involved. Copies of the two sections, 
in one pamphlet, can be bought for 15 
cents from the Government Printing Of- 
fice, Washington 25, D. C. 









* * * 





mj YOU CAN file a debt claim until 

July 1, 1949, against persons or firms 
whose property was seized as alien 
property during the period between 
July 1 and Dec. 31, 1947. This deadline 
for such claims is established by the De- 
partment of Justice. 
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* * * 


YOU CANNOT expect to be allowed 

an income tax deduction on your 
loss in the sale of your former home 
merely because you listed the house for 
rent through one real estate broker ex- 
clusively. U.S. Tax Court rules in one 
case that such an exclusive listing did not 
constitute a transaction entered into for 
profit so as to justify a deduction for 
business loss on later sale of the home. 
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* * * 


YOU CANNOT, in keeping records 

of a bank using a reserve method of 
accounting for bad debts for income tax 
purposes, fail to carry such reserves in 
the regular account books. The Bureau of 
Internal Revenue advises banks that now 










bad-debt accounting, that the reserves 
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use or that change to a reserve method of 





What you as a businessman CAN and CANNOT do 
gs a result of federal court and administrative decisions: 


YOU CANNOT, in figuring the 
overtime wages of your employes, 
fail to include in their regular rate of pay 
the extra amount paid them for work 
done when called in for an emergency. 
The Wage-Hour Administrator so rules in 
reply to an inquiry from an employer. 


* * * 


YOU CAN count on Government 

support for the price of butter. dur- 
ing 1949 at a national average of 90 per 
cent of parity. The Department of Agri- 
culture announces this pricé-support pro- 
gram will be carried out through whole- 
sale purchase of butter when necessary. 


* * * 


YOU CANNOT expect to collect 
triple damages under the Clayton 
Act from a competitor who violates the 
antitrust laws unless you can show that 
this violation actually injured your busi- 
ness to an extent that can be determined. 
This ruling is handed down by a federal 
district court in denying the claim of a 
company that charged it was injured by 
price discrimination of a competitor. 


* * * 


YOU CANNOT count on getting the 

National Labor Relations Board to 
set aside the results of a collective-bar- 
gaining election because the polls are 
shut down before the official closing time. 
The Board turns down an employer’s 
protest of an election in a case where the 
polls were closed 15 minutes early, with 
only one employe failing to cast a ballot. 


* * * 


YOU CAN, in operating both a man- 

ufacturing and retailing business, 
consider that employes engaged entirely 
in the retail side of the business are not 
covered by-the Fair Labor Standards Act. 
In upholding this exemption, a circuit 
court of appeals points out that, in jobs 
where the manufacturing and selling ac- 
tivities cannot be separated, the employes 
are covered by the Act. 


* * * 


YOU CAN count on Government 
guarantees of a minimum price on 
certain uranium-bearing ores of the 
Colorado plateau until June 30, 1954. 
The Atomic Energy Commission extends 
the period for this price guarantee, in a 
move to increase mining operations. 
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U.S. YOU CAN, in operating an interstate 

refit barge line, sometimes be required 

to pay a tax on your vessels to a State in 

forts which they travel, even though your 

-roll principal place of business is in another 
pet State. The Supreme Court upholds the 

cov § right of the State of Louisiana to collect 
pet a tax from three barge lines whose barges 

y by and towboats are enrolled at ports out- 
By § side that State. The tax is based upon the 

1 be § proportion within the State of the com- 

iges, § panies’ total line miles. 
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Conclusions expressed in these paragraphs are based upon decisions and rulings of 
courts and Government bureaus. In making their decisions, courts and bureaus consider 
many facts which, for reasons of space, cannot be set forth in detail. U. S. News & Wortp 
Report, on written request, will refer interested readers to sources of this basic material. 
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COSTS YOU 
WOTHING! 


Your modest outlay for the 
Chicago Watchclock System |g: 
quickly returns to you fim 

through permanently 


Reduced Insurance Rates |i' 


a 
Send for this new, illustrated folder to mine 
learn why the CHICAGO system is in hie 
use all over the world... its 3 simple \ 
units ... and how easy it is to install 
the CHICAGO system!. 


CHICAGO WATCHCLOCK DIV. 






GREAT LAKES INDUSTRIES, inc. 


The Pirst—and Still the Firat 
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and the new address at which you wish to receive copies. 
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Circulation Department 
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for tired eyes 

























Put two drops of Murine in 
each eye. Then feel your 
eyes relax. Feel that 
refreshing, sooth- 
ing sensation 
that comes 

in sec- 
: onds. 
WHAT 
IS MURINE? 


Murine is a sci- 
entific blend of 
| seven important ingre- 
dients ...so safe...so 
gentle ...so soothing ...so 
quick. It relieves the discomfort : 
of eyes that are tired from over-  s_ & } 
work, exposure to sun, wind, dust or “ 


smoke. Try Murine today. 


‘MURINE 


| FOR YOUR EYES 











For business men 
who need 
banking help 
in 


Washington... 


Sccutity 


& TRUST COMPANY 
Washington, D.C. 
Daniel W. Bell, President 


Member Federal Deposit Insurance Corporation 

















Reading the news of national and interna- 
tional affairs at home each week is the regu- 
lar practice of 80% of the readers of this 
magazine. Important advertisers are quick to 
the advantages of such an 


cash in on 


opportunity. 


U.S. News & World Report 


Advertising Department 


30 Rockefeller Plaza, New York 20, N. Y. 
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FIREMEN EVERY TEN FEET. a 


Carelessness or indifference—Nearly all 


4657 FIRES a day in America are reported 


due to carelessness. For absolute protection | 


against all FIRES install GLOBE Automatic 
Sprinklers. That some property owners 
WON’T do this is not carelessness, but 
INDIFFERENCE .. and that’s worse. 

GLOBE AUTOMATIC SPRINKLER CO. 


Wew York, Chicago, Philadelphia - Offices in nearly all principal cities | 
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We've Been Asked: 
ABOUT RFC LOANS TO BUSINESS 


Businessmen are coming to Govern- 
ment in growing numbers, seeking loans. 
The loan trend of the Reconstruction 
Finance Corp., as a result, is up when 
loans to business by banks are down. 

Loans direct to businessmen in need 
of money sometimes will be made by the 
RFC when banks are unwilling to ad- 
vance the money. Commercial banks are 
under Government pressure to follow a 
tight policy in lending, as a means of 
checking inflation. At the same time, the 
Government itself is lending more freely. 

There are two kinds of loans to busi- 
ness that RFC can make. One is a direct 
loan to those who cannot get money 
from commercial banks or other lenders. 
The second is a participation loan in 
which the RFC will take part of the 
risk of a loan made directly by a com- 
mercial bank. 

The increase in activity at this time is 
mainly in direct loans. Waltham Watch 
Co., for example, is seeking $9,000,000 
in an effort to restart operations. A loan 
of $6,000,000, with the banks participa- 
ting in $1,000,000, is under considera- 
tion by RFC if other financing can be 
worked out by the company. Some 
woolen mills and shoe plants in New 
England and a wide variety of businesses 
in other areas also are seeking funds, 
when pinched. 


Who can seek an RFC loan? 

Almost any corporation, partnership or 
individual engaged in business is entitled 
to go to RFC in search of money. There 
are a few exceptions, such as newspapers 
and other publications, radio stations and 
farmers. But, for many businessmen, this 
borrowing field is wide open as a bank- 
ing operation if they can meet certain 
terms and conditions. 


What terms are attached to loans? 
Essentially, the terms are similar to those 
of an ordinary bank. The attitude of RFC 
is much the same as that of any banker. 
The agency wants security behind a 
loan. It wants to be reasonably sure that 
it will get the money back and that the 
risk is not too great. 


But does political pressure sometimes 
alter the conditions? 

There are’ some reports to that effect. 
Members of Congress often introduce 
persons seeking loans. Yet RFC insists 
its attitude is not affected by political 
pressure. It might be said it usually does 
no harm. Political pressure could, how- 
ever, be harmful if it was felt that the 
pressure was unduly great. It has been 
reported that some big borrowers with 
influence Have been turned down. 


How does a person go about getting 
a loan? 
The first step is for the man wanting 
money to go to his bank or some other 
lending institution. RFC cannot make 
a direct business loan unless it can be 
shown that the financial aid is not avail. 
able from other sources on reasonable 
terms. If a bank decides to participate 
with RFC in a loan, it will handle «ll of 
the details. The borrower does not have 
to go to RFC at all. But, if the bank turns 
down a loan, the businessman then can 


go to RFC. 


Must the approach be through Wash- 
ington? 
No. Applications for direct loans are 
filed with regional offices of RFC. There 
are 31 of these loan offices, located in 
the largest cities. Where a loan oi! less 
than $100,000 is sought, all details are 
handled locally.. But all applications 
for direct loans of more than $100,000 
must go to Washington for final decision. 


What must a businessman show to 
get a loan? 
He must give just about the same in- 
formation that he would in getting a 
loan from a commercial bank. That is, 
he must say why he needs the money 
and for what he plans to use it. He must 
give a full report on the nature of his 
business, including a financial statement. 
The RFC also will want to know why 
the loan could not be obtained elsewhere. 


How much interest is charged? 

The RFC charges an interest rate of 4 
per cent on direct business loans and on 
its share of loans in which it puts up part 
of the money and banks supply the rest. 
Where both RFC and a bank participate 
in a loan, the bank is limited to 6 per 
cent interest on its share. 


How much time is given to repay? 
The maximum time given to repay RFC 
business loans is 10 years. But many loans 
run for shorter periods. Where a_ bank 
takes part, it fixes the maturity date with 
the borrower, within the 10-year limit 
Monthly payments usually are made on 
RFC loans. But’ payments sometimes 
can be made quarterly, semiannually o 
annually. 


What security is required? 

Security requirements of RFC are about 
the same as those of commercial banks 
Collateral can include such assets a’ 
plants and equipment, real estate mort 
gages, an assignment of warehouse re 
ceipts or of notes, accounts or other 
“receivables.” RFC will not as a rule 
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acept inventories as collateral, or com- 
mon stock of a company. 






for what purpose will loans be 
made? 

Loans can be made for many business 
urposes. They can be obtained to pro- 
yide working capital for wages and ma- 
terials. They can be used for plant ex- 
pansion or repairs and to buy machinery 
and equipment. The RFC also lends 
money to start new businesses. 


SS 
getting 
vanting 


e other 
make 


can be 

t avail. 9 How big can a loan be? 

sonable # There is no legal limit. Some loans run 
ticipate J up into the millions. But 90 per cent of 
e all of the agency's outstanding loans are for 
»t have less than $100,000, and 65 per cent are 
k turns for less than $25,000. Some are for only 
en can §@ a few hundred dollars. 





How long does it take to get a loan? 
In many cases, applications are studied 
and loans are made in one or two weeks. 
Sometimes it takes much longer. This 
might be the case when financial state- 
ments of a firm do not satisfy RFC, and 
further reports are required, or where 
considerable other financing is needed 
befere RFC will agree to a-loan. Several 
months, or longer, then might be re- 
quired to get an answer from the agency. 
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ow t0OR) On what conditions will RFC share in 
a bank loan? 
There are two ways in which RFC joins 
with banks in business loans. One _ in- 
volves immediate participation, with the 
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money @ agency putting up its share of the funds 
; ol at the start. The other is by deferred 
0 1 





participation. This amounts to a Govern- 
ment guarantee of part of the loan. RFC 
puts up nothing to begin with. But at 
any time the bank can demand, and get, 
the amount pledged by the agency. 
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, - 4) How much of a joint loan will RFC 
nc cd guarantee? 
. oa On a Joan up to $100,000, RFC will 





pledge 70 per cent of the amount under 
the deferred arrangement. Its guarantee’ 
can run up to 60 per cent on larger 
loans. In many cases, however, banks 
are willing to accept a smaller commit- 
ment by the Government. Where a de- 
ferred-participation loan is in operation, 
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bard the bank pays RFC interest, on the 
» witht 2mount of the RFC pledge, of one half 





to three fourths of 1 per cent. 
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How much can RFC lend? 
Under present law, RFC can have out- 
standing at any time $2,000,000,000 in 
loans, investments and other commit- 
ments made since June 30, 1947, plus an 
additional $50,000,000 exclusively for 
producers of prefabricated housing. Less 
than one fourth of this amount is now 










ts as : 
mort @ ted up, so that RFC still can lend or in- 
e reg Vest more than $1,500,000,000. The lend- 





ing power of the agency does not end, 
under present law, until June 30, 1954. 
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.-»Mark of PROGRESS in Railroading 


















Dietician for a Diesel 


ee 
Feeding” Erie's big, brawny Diesel 


‘locomotives requires delicate tests. 


Fuel oil must burn evenly, with a 
minimum of residue. Lubricating oil 
must flow freely, yet have enough body 
to protect vital moving parts. 


Yictured here is a test typical of the 
many carried on constantly at the Erie 
Test and Research Laboratory. Lubri- 
cating oil is placed in glass tubes sur- 
rounded by water accurately heated to 
operating temperatures. 


Then the chemist, with a stop watch, 
times the flow of oil from one section 
of the tube to another and arrives at 
its viscosity rating. 
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Paints, coal, metals, water—practically 
everything used by the railroad is 
carefully checked by Erie technicians 
to maintain Erie’s high operating 
standards. It is through such a re- 
search program that new and ever 
improving materials and methods are 
found to make the Erie a leader in 
progressive railroading. 


Erie 


Railroad 


Serving the Heart of Industrial America. 





















Money supply is beginning to 
shrink at a fairly fast rate. 

Circulating currency is at the 
lowest level since 1945 and the 
decline may continue into spring. 
It usually does. 

Bank loans are being paid off 
faster than new loans are being 
made. So the volume of out- 
standing bank credit is down. 

Decline in supply of money re- 
flects a decline in activity. 


Money inflation, like price inflation, 
is beginning to taper off. 

Currency in circulation has taken a 
sudden, rather sharp drop, reaching 
the lowest point since 1945. Bank loans 
are being paid off faster than new 
loans are being made. Demand de- 
posits in banks are off. Saving by indi- 
viduals is rising. Spending is on the 
down-grade. 

These signs, coming at a time when 
commodity prices are breaking and un- 
employment is rising around the country, 
suggest that the end of inflation is in 
sight. In more detail, here is what is 
happening: 

Money supply, the cash and deposits 
in the hands of the public, is slipping. 
The total, by any standards known before 
the war, still is huge, but the trend defi- 
nitely is downward. 

Money in circulation dropped by a 
little more than $1,000,000,000 between 
Christmas and February 9. This is con- 
siderably more than the decline that is 
normal for the period just after Christ- 
mas, when currency tends to flow back 
into the Federal Reserve banks. 

At $27,557,000,000, as the chart on 
this page shows, money in circulation 
now is at the lowest point since August, 
1945. At that time, the total was rising 
rapidly, as it had been throughout the 
war period. It reached a peak of $29,- 
163,000,000 at the end of 1946. Money 
in circulation was $11,000,000,000 at 
the time of Pearl Harbor. 

The recent sharp decline in currency 
held by the public is in line with buy- 
ing trends. When buying is heavy, peo- 
ple need more cash. They draw it out of 
banks, which in turn get currency from 
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Federal Reserve banks. When buying 
slacks off, currency tends to go back to 
banks, which return it to the Federal 
Reserve System. 

Buying dropped off in January. After 
allowing for the normal January slump, 
department-store sales still were 6 per 
cent below December. This helps to ex- 
plain the current downturn in the num- 
ber of cash dollars held by the public. 

The decline may not be over. In the 
last two years, the post-Christmas drop 
in money in circulation has continued 
until April. 

Demand deposits held by businesses 
and individuals are turning downward. 
Banks in leading cities, the ones that 
make weekly reports to the Federal Re- 
serve Board, showed a decline of $850,- 
000,000 during January. 

In part, this reflects the downturn in 
bank loans. Deposits are created by loans, 





. Now, as credit volume goes down, tha 


Week —___ 
MONEY SPREE TAPERS OFF 


Shifts Are Added Signs of End to Inflation 















and are wiped out when loans are r. 
paid. It also reflects heavy tax payment 
to the U.S. Treasury, which begin iy 
January and continue until March J}, 
Deposits in banks are drawn down: when 
businesses and individuals write check 
to pay taxes. 

Bank loans, for the first three year 
after the war, fed the money supply. 









situation is being reversed. 

The big-city banks that report week) 
show a $243,000,000 decline in busine 
loans since the first of the year. The 
leveling off of bank loans has been ap 
parent for months. During the last yew 
these same banks have added only $593, 
000,000 to their volume of business loan 
The increase was nearly five times tha 
much during the preceding year. 

The trend suggests a growing cautia 
on the part of both bankers and busines 
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An Open Letter To Mr. and Mrs. America 








ction 
There are different roads to socialism, but the road back is tortuous. 






There are only one-way streets leading to the collectivist society called 





S are fe. 


















hrs "socialism"--the philosophy that rejects the dignities and the freedom of man, and 

vegin ad ; 

arch ‘a surrenders the individual to the will of the state. 

ee. It is the American way to assert that the state is the servant of the individ- 
val; the socialistic state asserts that the man is the servant of the state. These 

— two ideologies cannot mix: one must destroy the other. 

supply; 

wa, tha There are three well-marked roads to socialism. The first is revolution, as in 

t we Russia. The second is the electoral and democratic seizure of the machinery of 

busines state at a time when its economy is exhausted and seriously weakened by the ravage 

a of war, aS in Britain. The third is the insidious, hand-over-hand and bit-by-bit 

ast year encroachment upon a fruitful and productive economy, as in America. 

ly $598, 

ss logs In our country, the process has been slow because the natural individualism of 





mes thal 





“the American citizen does not knowingly accept the false promise of equal security 
- cansiil in return for the certain promise of equal poverty. ; 
>usines Nonetheless, recent years have brought a tremendous acceleration of the pace 
of bit-by-bit socialism in America. 














Vast strides have been made toward the socialization of a key industry of Amer- 
ica's productivity--the self-supporting electric power industry. Movement in this 
direction has gone so far that serious proposals are now being made for invasion of 
another industry, the production of steel. It is known that nationalization of 

the railroads has an early date on the calendar of collectivist thinking. 
















Your Congress is now presented with a proposal for a seven-league stride down 
the road to socialism--the construction by the Tennessee Valley Authority of a steam 
electric generating plant for general commercial use. 










Congress is asked now to put the Federal Government into the business of pro- 
ducing and selling electricity, not just as a by-product of river control but as a 
new function of the Federal Government. 










The proposal is pending before the House of Representatives. If passed, it 
would be one long step down the road from which the return is most difficult. 






It is doubtful whether the American public fully realizes the grave significance 
of this issue. Congress, however, on three different occasions involving similar 
proposals has recognized its importance and rejected it, without regard to party. 











Each legislative decision that adds one milestone on the road to socialism is a 
fearfully serious step. Your choice is between socialism and freedom. 







Sincerely yours, 

P. L. SMITH 
President 

National Association of Electric Companies 
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SCRAP LOSS REDUCED 
men against getting overextended at a 

F 4 OM 4 6 65 TO $3 06 time of uncertain business prospects. It 
IN ONE MONTH! also suggests that recent mild controls 

° over bank credit imposed by the Federal 

Reserve Board and the U.S. Treasury 
have had some effect. : 

Evans Woollen, Jr., president of the 
American Bankers Association, serves 
notice that he will oppose any additional 
controls over bank credit. He cites the 
record to prove that new restraints on 
lending are unnecessary. Now that loan 
volume is turning downward, there is 
speculation that FRB will modify its 
earlier requests for new powers to regu- 
late credit. 

President Truman, in his Economic Re- 
port to Congress, asked authority to raise 
: ( 5 bank reserve requirements still hig 
This remarkable instrument steps up production Ay C Reserves are Pe asian that Bg. 


for Michigan non-ferrous foundry required to put up with the Federal! Re- 


3 
® : é 

This large foundry had trouble with porous castings. A Cities | : The ” System e8.8 pectectiae & depositors, 

Service combustion specialist using the industrial Heat Prover The more money banks have tied up in 

found it due to excess air in the furnace gases. Corrective steps | ge é reserves, the less they have available for 

reduced scrap loss the first month from 4100 to 471 Ibs.— T| lending. 

saving $2359. Similar savings may be accomplished in your | i a 

operations. Write for free booklet: “(Combustion Control for & | 

Industry,” Cities Service Oil Company, Sixty Wall Tower, . | d ly if C } 

used only if necessary. Congress, how- 


Room 330,New York 5, N. Y. ‘. : 
Cities Service Industrial ever, is reluctant to grant such power at 


: Heat Prover quickly and x ; : 
Tl F S SE RVICE accurately analyzes ex- a time like this. Members are shying 
haust or furnace gases. away from measures that might hasten 
QUALITY PETROLEUM PRODUCTS the end-of the boom: 
Insurance companies, too, appear to 


be lending and investing at a slower rate 

: than in 1948. The Government be ” 
Vacation center of America’s market offers a clue to what is happen 

greatest playland .. . Yes! But A few months ago, insurance companies 

something more, too. A young — were selling off their huge holdings of 

aggressive metropolis . . . building for Government bonds to raise cash for new 

a sunbright future . . . gateway to loans and investments. These securities 

Latin America .. . agriculturally were bought in by the Federal Reserve 

amazing... alive industrially System, which undertakes to support the 

... blazing a golden trail into the price of bonds at a little above par. Sell- 

future . .. inviting you ing pressure in the market now has 

to come along! ceased, and bond prices are rising a little. 

The Federal Reserve System, instead of 

buying, is able to sell some of its own 

holdings of bonds in the market. Banks 

are the principal buyers. 

Personal savings rose sharply dur- 
ing late months of 1948, and the trend 
apparently is continuing into 1949. New 
savings are showing up in various forms 

The U.S. Treasury is doing a booming 
business in savings bonds. Sales set a new 
peacetime record in 1948. 

Savings accounts in banks are rising 
at a time when checking accounts are 
headed downward. Big-city banks alone 
report that their time deposits are up 
$100,000,000 since the first of the year, 
and $413,000,000 since February, 1948. 
fect vacations .. . and to INFORMATION DIVISION, ROOM 304 Total personal savings, as reported by 
lifetime opportunities in 2 ih aa aarti the Commerce Department, reached 4 
Miami's beautiful new full- , . ; 
color bookler: Mail. this rate in the third quarter of 1948 that was 
coupon, today! greater than at any time since late 1945. 

Address Rate of saving since the third quarter has 
continued to climb. falters 

This, again, indicates that the public's doubt 


RS Administration officials point out that 
ee what they want is stand-by power, to be 














You'll find the key to per- 
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postwar buying spree is on the wane. 
More and more, people are holding back, 
saving for possible hard times or waiting 
for better prices before buying. (See 
page 11.) 

Incomes continue high, yet the effect 
of spreading unemployment is beginning 
to show up. In December, when total 

ersonal incomes rose, wages and salaries 
declined by $700,000,000 from the No- 
vember level. Other types of income ac- 
counted for the over-all increase. 

Official attitude in the period ahead 
is to lean toward caution in tampering 
with money and credit, despite assertions 
by Administration spokesmen that the 
problem of inflation still exists. 

Interest rates on Treasury securities, 
for the present at least, are to be left 
alone. Treasury Secretary John W. Sny- 
der has decided against any immediate 


EVANS WOOLLEN, JR. 
No need for new controls? 


increase in the 1% per cent rate on one- 
year money, which was being discussed 
until recently. Idea was to tighten up 
the money market: a little more. Mr. 
Snyder decided the time was not right for 
such a measure. 

Reserve requirements for banks are 
not to be raised at this time. Under exist- 
ing law, the Federal Reserve Board still 
has the power to raise requirements a lit- 
tle more. No increase is likely unless bank 
loans rise substantially. 

Higher taxes still are being urged by 
Mr. Truman and Mr. Snyder, but Con- 
gress is reluctant to drain off purchasing 
power right now. Leaders want to see 
what happens first. (See page 19.) 

The prevailing policy is to be one of 
watchful waitine A year ago, the boom 
faltered, then got going again. Many 
doubt that will happen this time. 
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Your Insurance 
Program...Designed 

to Protect and Conserve 
Assets...is Not Complete 
Unless it Includes 

Credit Insurance 


These Companies Don't Worry 


About Credit Losses 
are Sutured 


OUR Accounts Receivable are 
valuable assets, require protec- 

tion always, but especially now with 
customer payments slowing down. 
American Credit insures your prof- 
its by guaranteeing your receivables 
against credit loss... pays you when 
your customer can’t... enables you 
to get cash for past-due accounts. 


OFFICES IN PRINCIPAL CITIES OF THE 
UNITED STATES AND CANADA 


You may choose coverage for all ac- 

) g 
counts... a selected group...or 
just one account. 


For additional information phone 
the American Credit office in your 
city or write Credit 
Indemnity Company of New York, 
Dept. 44, First National Bank 
Building, Baltimore 2, Md. 


PRESIDENT 


American 


AMERICAN 
Creoit INDEMNITY 


COMPANY 
or New York € 
Siri 8 





GUARANTEES PAYMENT OF ACCOUNTS RECEIVABLE 
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Profits Produce Jobs and Goods 
At Johns-Manville 


N 1948—the 90th anniversary year of our business 

—Johns-Manville sold $1734 million of goods to 
the industries and the public of the United States, 
Canada and other countries. 

The company made a profit of $1514 million. Both 
sales and profits were the highest in our history. 

The average J-M employee received about $3,300 in 
1948 as compared with about $1,700 in pre-war year 
1940—nearly twice as much. 


Higher Payrolis 


Payrolls in 1948 amounted to $66 million or 38 
cents in each dollar of sales compared with $2014 mil- 
lion in 1940 or 3245 cents. 


8,000 New Jobs 


We had 8,000 more employees in 1948 than in 1940 
bringing total employment to 20,000 men and women. 
American capitalism made these new jobs possible. 


Capital Investment Doubled 


Much of the difference in sales, payroll and profits 
since 1940 is due to capital invested. 

Since V-J Day, Johns-Manville has spent more than 
$50 million on new plants and other expansion pro- 
jects, improvements and cost reduction measures. In 
the last ten years we have doubled our capital invested 
in the business. Our capacity to produce has been 
greatly increased. 

This capital came in part from the 11,800 stock- 
holders from all walks of life who have invested their 
savings in Johns-Manville; in part from depreciation; 
in part from money borrowed from insurance com- 
panies (representing savings of the people invested in 
insurance policies), and in part from profits put back 
into the business. 


Profits are Necessary 


Profits in 1948 amounted to 8°{o cents in each dollar 
of sales. In 1940 they were 91% cents in each dollar 
of sales. 

Profits provide dividends. Dividends help create 
savings. Savings and industry’s profit dollars rein- 
vested in plants and equipment produce new jobs as 
well as more goods. ( 

In 1948 Johns-Manville invested about three-fifths 
of its profits to create more jobs in the company and 
to produce more goods needed by industry and the 


public. 


That’s why adequate profits—the cake of yeast 
necessary to make a capitalistic loaf of bread—are so 
important to the present and future stability of the 
country and to every man, woman and child in it. 


Stockholders Benefit 


For 1940 stockholders received $224 million in divi- 
dends—about 48% of earnings. For 1948 they received 
$6 million which was 39% of earnings. 

Thus plowed-back earnings, like good fertilizer on 
good soil, create enlarged crops of new jobs for new 
generations of workers, more goods for industry ani 
the public and more dividends for stockholders. 


Taxes 


In 1940 Johns-Manville’s taxes were $434 million. 
In 1948 they were $1234 million. 


J-M°s Annual Statement 


Here are the highlights of Johns-Manville’s annual 
statement for the year 1948:* 


$1731 million 

For all costs (except as shown below). .$ 7914 million 
To employees for salaries & wages... .$ 66 million 
To government for taxes 1234 million 
To stockholders in dividends. .... ..-.3 6 million 
Reinvested in the business 914 million 

EARNINGS AFTER TAXES were $5.22 per 

share of common stock. 

TAXES were equivalent to $4.35 per share 

of common stock. 


We in Johns-Manville are proud of our record of 


service to the public during our 90 years in business. 
We pledge our every effort to continue to be alert to 
the needs of our customers, our employees and our 


Mist 


Chairman of the Board 


stockholders. 


Johns-Manville Corporation 


*Those desiring more complete information should refer to a book- 
let containing the formal Annual Keport to Stockholders which 


we will be glad to furnish on request. Address: Johns-Manville 


Corporation, 22 East 40th Street, New York 16, N. Y- 


JOHNS -MANVILLE 
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World Commerce-Industry 








LONDON....PARIS....BUENOS AIRES....JOHANNESBURG.... 








>> Sliding prices of commodities are meeting with mixed reactions abroad..... 
Manufacturing countries look forward to cheaper imports of food and raw ma- 
terials. Prices of their own exports are expected to stay high a while longer. 
Raw-material countries, by the same token, see a Squeeze ahead. What they 
produce, in the way of agricultural products, will bring less in world markets. 
What they buy, mainly manufactures, will still be in the high-price brackets. 
Mining countries are on tenterhooks. Will the price epidemic spread to 
metals? Recent markdowns in steel scrap and other scrap metals are being watched 
closely. There's growing feeling that a slowdown in American business could 
quickly ease what now seems to be a tight situation in copper, zinc, even steel. 
But it will be a lot harder to crack the world shortage of lead and aluminum. 
Collapse of commodity prices, such as that seen in 1920-21, is not expected 
abroad. Underlying demand for most things seems too strong. And infusions of 
dollars into the world blood stream will continue heavy. 














>> Western Europe sees the plunge in commodity prices aS a boon.eeee 

Marshall Plan dollars will go further. More things can be bought. 

ECA request for $5, 430,000,000 to keep the Marshall Plan going until June 
30, 1950, will get quite a going over in Congress. Western European countries 
expect that, especially in view of price declines. But they are not looking for 








any major Slicing of U.S. aid. 

Bolstering effect of Marshall Plan aid on U.S. exports will become more im- 
portant, if business within the U.S. shows further weakening. Watch for at- 
tempts to force Marshall Plan countries to take U.S. surplus commodities. 





>> Downtrend in prices of foods, fuel and many raw materials is good news in 
Western Europe. Virtually all imports are in these categories. It's the long- 
term effect of the price slump that is important in that area. U.S. dole now 
makes prices of many imports less of a worry than usual. 

Britain will not benefit as automatically from recent price breaks as some 
countries. Most of Britain's food imports are bought on long-term contract. 

But British buying prices often can be renegotiated after a time. However, 
Empire producers do not expect Britain to squeeze them too hard. In any case, 
easier prices for cotton and crude oil, for example, will help British industry. 

Big difficulty in Britain has been that prices of imports have risen faster 
than prices of exports. Now the terms of trade should get more favorable. 

France will not be helped as much by price declines as she would have been 
a year ago. Now she is importing less food, less coal. Lower cotton prices 

(over) 
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WORLD COMMERCE-INDUSTRY-- (Continued) 


will help French textiles. But world competition in textile markets may force 
price cutting. French exports of machinery, chemicals, metal goods should con- 
tinue to bring good prices. luxury exports may not do so well. 

Western Germany should also come closer to balancing her exports and im- 
ports, in view of the price declines. The Bizone imports very few finished 
goods, exports an increasing quantity. Finished-goods prices probably will stay 
high a while longer. Big German imports--food and cotton--are getting cheaper. 

Italy, the Netherlands, Belgium, Switzerland, Sweden are all countries im- 
porting much of their food and raw materials and exporting manufactured goods. 
Their general position is improved by the recent price weakness. 

Denmark is exceptional in Western Europe in that most of her exports are 
agricultural. These presumably will have to be sold at lower prices. 





>> In other parts of the world, price declines make glum reading..... 

Latin America would be hard hit by continued price weakness in coffee, 
cocoa, wheat, vegetable oils, hides, cotton, crude oil. Argentina, hanging to 
large surpluses of agricultural products in a period of declining prices, has 
missed the market just at a time when she needs foreign exchange badly. 

Canada isn't happy as prices of her major crop exports decline. If prices 
slide off in metals, too, Canada will have some major readjusting to do. 

Colonial areas in Africa and Southeast Asia, Australia and New Zealand will 
be affected by lower prices for such things as rubber, palm oils, cocoa, dairy 
products. But stable prices for tin, chrome, lead will help. 

Buying power of the raw-material countries is in a declining phase. That 
is something that exporters will have to take into account from now on. 











>> Meanwhile, controls over gold prices seem to be breaking down..... 

Gold-producing countries are trying all sorts of dodges to exceed the offi- 
cial price of $35 an ounce for monetary gold. Attempts of the International 
Monetary Fund to hold the lid on gold prices are running into trouble. 

South Africa now has the Fund's permission to sell 100,000 ounces of gold 
alloy at a price that works out to about $41.50 an ounce for pure gold, provided 
sales are for "industrial, artistic or professional purposes." The Fund now is 
having second thoughts. Obviously, South Africa will have no control over the 
ultimate use of gold it sells overseas. Furthermore, what South Africa can do, 
other producers such as Canada and Mexico will probably try to do, too. 

Prices for pure gold in "free" markets in the Far East, Middle East and 
France range between $45 and $50. Hoarding and fears of inflation have kept gold 
prices in these markets well above the Fund's official price. The South African 
gold would be a bargain in these markets, probably will find its way there. 

Dollar needs of South Africa are heavy. Gold sales at premium prices are 
pushed to provide subsidies to keep gold mines at high-level production. 

Canada is subsidizing marginal gold producers with Fund's approval. Rho- 
desia has a similar project. British West Africa may try it next. Belgian Congo 
producers are to get higher prices for their gold by another indirect method. 

What's happening is that the Fund really is winking at higher gold prices. 
It approves subsidies of a certain kind, provided the form of paying only $35 
for monetary gold is observed. The Fund, thus, is forced to recognize the 
Squeeze put on gold miners by rising costs and the fixed price for monetary gold. 

Price peg of $35 gold is becoming more shaky. And the Fund knows it. 


























U. S. NEWS & WORLD REPORT 





Yug 
to b 


os 
M: 
For ex 
are CO! 
shortag 
have tc 
as buil 
scriptio 
Gove 
refer ti 
Tito’s I 
of frer 
brigade 
workin; 
illumin: 
Two 
luxury 
Presidit 
Little 1 
the wo 
young 
25, mor 
loaded 
times h 
he isn’t 
Site | 
marshy 
the pre: 
soft in 
type of 
sult, is | 
concrete 
the sar 
used o1 
enginee 
solid r« 
Concret 
being si 
is being 
house o 
Inno\ 
resident 
the cit 
system | 
from on 
Central 
of hot v 
to heat 
places, 
the hot 
keep pe 
ing syst 
The » 
years, | 
the fact 
houses ; 


FEBRUA\ 


& 


Life Around the World 


Yugoslav youth brigades work at trot 
to build a whole new city for Tito 


BELGRADE 
ost THINGS in Yugoslavia these days 
M are undertaken in a great big way. 
For example, Marshal Tito’s planners 
are confronted with a serious housing 
shortage in Belgrade. Typically, they 
have tossed aside simple remedies, such 
as building more dwellings. Their pre- 
scription is to build a new city. 

Government announcements already 
refer to New Belgrade as the “City of 
Tito’s Epoch.” The whole site is a scene 
of frenzied activity. Volunteer youth 
brigades, doing most of the labor, are 
working around the clock. Spotlights 
illuminate their labors at night. 

Two buildings have been started, a 
luxury hotel and a building to house the 
Presidium, Yugoslavia’s super-Parliament. 
Little machinery is available. Most of 
the work is being done by hand. The 
young workers, who range from 16 to 
25, move at a trot, even when trundling 
loaded wheelbarrows. The visitor some- 

| times has to rub his eyes to be convinced 
he isn’t watching a speeded-up movie. 

Site of the new city is an expanse of 
marshy land across the Danube from 
the present Belgrade. The ground is too 
soft in most places to take a normal 
type of foundation. The hotel, as a re- 
sult, is being built on top of an enormous 
concrete “plate,” which floats on top of 
the sand. Another technique is being 
used on the Presidium building. Here, 
engineers have found that they can hit 
solid rock by drilling down 55 feet. 
Concrete piles, reinforced with steel, are 
being sunk to bedrock and the building 
is being erected atop these piles, like a 
house on stilts. 

Innovations are in store for the future 
residents of New Belgrade, according to 
the city’s planners. An electric mail 
system is to convey letters automatically 
from one Government office to another. 
Central heating plants are to force rivers 
of hot water through underground pipes 
to heat every building in the city. Fire- 
places, however, are being built now in 
the hotel and Presidium building—to 
keep people warm until the central heat- 
ing system is ready. 

The whole undertaking is to take 15 
years, but the new Government offices, 
the factories and some of the apartment 
houses are to be ready by 1951. 
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Some 3,000 paid construction workers, 
about 25 engineers and scores of archi- 
tects are employed on the project. But 
most of the manual labor is being done 
by 88 youth brigades made up of about 
14,000 workers from every part of the 
country, Direction of the youth brigades 
is in the hands of young Partisan veterans. 

Individualism is discouraged. Sched- 
ules are highly organized. The young 
people, girls as well as boys, work a six- 
hour shift, with a short break for coffee, 
then eat lunch, nap for two hours and 
set about group activities, which range 
from sports to political lectures. The 
Government considers each young 
brigade a “school for Communism.” 

On Sundays, many of the brigades are 
brought into Belgrade for movies, con- 
certs or plays. They march through the 
city’s streets in long columns, singing to 
the accompaniment of accordions. 

Each brigade serves for two months 
then returns home to be welcomed by 
local oratory and the Yugoslav equivalent 
of the brass band. All in all, 40,000 dif- 
ferent youngsters have worked on the 
project since ground was first broken 
last April. In addition to spreading Com- 
munist ideology, the brigades serve two 
purposes for the Government. They save 
money, since the youth get no pay ex- 
cept food and keep. And they aid in 
overcoming labor shortages, which grow 
more severe in Yugoslavia. R. K. 


Soviet bookshops 
pack customers in 


MOSCOW 
OR EVERY BOOK of literary or artistic 
F interest published in the Soviet Union, 
there are about three dealing with 
sociology and politics, arfd four of a 
technical nature. Of the 11,000,000,000 
books that have come from Soviet presses 
since the Revolution, over 500,000,000 
copies were by Stalin and 160,000,000 
by Lenin. In all, some 720,000,000 are 
what the Soviet Chamber of Books 
classifies as the classics of Marxism- 
Leninism. 
The Chamber's data put a good deal 
more light on the state of the Russian 





book market than an observer can hope 
to obtain in the crowded bookshops of 
Moscow or Leningrad, Of all Soviet 
shops, those selling books stay open 
latest, yet it is rare that an opportunity 
occurs for a customer to be able to reach 
the counter without having to wait. 

Russian book readers have remained 
remarkably faithful to the classics, their 
own and foreign. A breakdown of 
publishers’ data over the 30-year period 
before 1917 places Alexander Pushkin 
and Leo Tolstoy at the head of the list, 
followed by Nikolai Gogol, Mikhail 
Lermontov, Ivan Turgenev, with Maxim 
Gorky, and Anton Chekhov far behind 
in popularity. The only noteworthy 
changes in a similar list covering the 30 
years since the Revolution are the ad- 
vances made by Gorky, to first place, and 
Chekhov, to fourth. 

Russians have been scarcely less con- 
stant to their old favorites among foreign 
writers. In the Soviet period, the seven 
most-favored foreign writers have been, 
in order of popularity, Victor Hugo, Guy 
de Maupassant, Emil Zola, Charles Dick- 
ens, Romain Rolland, Honoré de Balzac 
and Henri Barbusse. For 30 years be- 
fore the Revolution, the list was: De 
Maupassant, Dickens, Zola, Shakespeare, 
Friedrich von Schiller, Anatole France, 
Hugo. Some 48,000,000 copies of books 
translated from the French, 67,000,000 
by English and American writers, and 
13,000,000 by Slavic writers were pro- 
duced in the Soviet Union between 1917 
and 1947. 

Of their own contemporary authors, 
Soviet readers have shown top prefer- 
ence for Michail Sholokhov’s “And Quiet 
Flows the Don,” which has sold about 
6,000,000 copies. It is the taste of those 
under 25 that tends to decide a novel’s 
popularity in Russia. A. R. P. 
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‘Hot Spot’ for Inflation Prophets . . . Truman-Clay Split 
On Germany . .. White House Latchstring for Bankers 


President Truman is letting it be 
known quietly that the latchstring is 
out for more businessmen and bank- 
ers who may want to confer with him. 
There have not been many White 
House callers from the business world 
since election, a fact that somewhat 
disturbs the President. 


xk 


Mr. Truman is amused by Governor 
Thomas Dewey’s billion-dollar budg- 
et in New York State. He wonders how 
big the Federal Government’s budget 
would have been if Mr. Dewey had 
been President and had accepted in- 
creases proportionately as large as 
those he recommends in New York. 


xk * 
Mr. Dewey did not add greatly to his 


chances for a third Republican nomi- - 


nation by his analysis of the causes 


of Republican defeat. Republicans in 
Congress thought Mr. Dewey should 
have made a little mention of his own 
campaign strategy, built along high- 
level, kid-glove lines in a slugging 
contest. 


xk & 


Leon Keyserling, member of the 
President’s Council of Economic Ad- 
visers, and some other top Govern- 
ment. economists are finding them- 
selves very much on a hot political 
spot. They convinced the White 
House that inflation was the big 1949 
worry, only to discover a few weeks 
later that the bottom was dropping 
out of many commodity markets. 


kkk 


Edwin Nourse, Chairman of the Coun- 
cil of Economic Advisers, begged off 
in a polite way when invited by com- 
mittees of Congress to appear before 
them to give advice on the economic 
outlook. Mr. Nourse feels the Coun- 
cil should do its reporting to the White 
House alone and so avoid, as far as 
possible, getting tangled in politics. 


x * * 


Charles Brannan, Secretary of Agri- 
culture, was caught off guard by the 
crack in farm prices. Secretary Bran- 
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nan recommended to Congress that - 


farm production controls be avoided 
in 1949. Now it appears that by 1950 
the farm problem can be so big it will 
be a major political headache for Mr. 
Truman. 


kk & 


Dean Acheson, Secretary of State, is 
finding it difficult to maintain the in- 
timate contacts with Republican 
leaders in Congress that Secretary 
George C. Marshall was able to main- 
tain. The drift in Republican think- 
ing is toward a foreign policy that 
differs in some details from the State 
Department and White House line. 


xk k 


The new U.S. Stratojet bomber is so 
far advanced over anything Russia 
has that it gives this country a further 
military edge on _ that country. 
Coupled with the atom bomb, the 
new bomber puts U.S. far out front. 


ee a 


Military observers are impressed by 
the relatively low importance at- 
tached by Russia at this time to the 
production of ammunition. Atomic 
energy, aviation and submarines en- 
joy No. 1 priority, but big shells and 
explosives are at least two categories 
behind. 


xk k *& 


Joseph Stalin definitely seems not to 
be counting on war in 1949 or in the 
next few years, to judge by Russia’s 
ammunition-making program. Pro- 
duction schedules suggest support for 
intensive small-arms training, prob- 
ably also for maneuvers for ground 
forces coinciding with political crises. 
Stockpiling of ammunition, however, 
is not emphasized. 


x *& * 


General Lucius Clay, U. S. com- 
mander in Germany, has tried to re- 
sign three times in recent months aft- 
er his ideas about the future of Ger- 
many were rejected by the White 
House, but each time the orders have 
been for the General to stay on. It is 
General Clay’s idea that this country 


is being sold the same horse over and 
over again by the French, who make 
the sale by insisting that they won’ 
deal unless they can have their way, 


x * * 


Ambassador Robert Murphy, po. 
litical adviser to General Ciay in 
Germany, and the General himself 
are sharply at odds on policy, and 
have been for the last year. 


kk *& 


Dwight Eisenhower, university presi- 
dent and wartime commander in Ev. 
rope, has the job of selling Congres 
on the military budget that the Whit 
House is submitting for approval. Th: 
General is expected to keep the Ai 
Force from running away with mos 
of the money. 


kkk 


“Hard-headed” businessmen really 
are turning out in Government servic 
to be too soft-hearted, in the opinior 
of old-line bureaucrats who are watch 
ing the dollars U.S. hands out unde 
the Marshall Plan for aid to Europe 
Businessmen who represent the Plat 
abroad are clamoring for more mone} 
for the countries in which they serve 
even threatening to resign in somé 
cases if they don’t get it, while thi 
bureaucrats take a harder-boiled at 
titude toward the dollar and its usé 


£e 


British bankers and officials ha 
about decided to let private U. S. do! 
lars flow into Africa on even terns 
with British capital. President Tri 
man’s talk of exporting U.S. skill 
along with dollars on a big scale | 
persuading London toward letting i 
some private dollars in order to gt 
some U.S. skills. 


* &.x* 


After a quick look at Japan, Sect 
tary of the Army Kenneth C. Royd 
is convinced the U.S. had better &¢ 
the reparations issue settled and ot 
of the way at once, with or withow 
Allied agreement. Mr. Royall fine 
fear of reparations holding back Jap 
anese industry. 
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